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THE OFFICE OF MANAGEMENT AND BUDGET:
IS OMB FULFILLING ITS MISSION?

FRIDAY, APRIL 7, 2000

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON GOVERNMENT MANAGEMENT,
INFORMATION, AND TECHNOLOGY,
COMMITTEE ON GOVERNMENT REFORM,
Washington, DC.

The subcommittee met, pursuant to notice, at 10:04 a.m., in room
2154, Rayburn House Office Building, Hon. Stephen Horn (chair-
man of the subcommittee) presiding.

Present: Representatives Horn, Turner, and Biggert.

Staff present: Russell George, staff director and chief counsel;
Randy Kaplan, counsel; Matt Ryan, senior policy director; Louise
Debenedetto, GAO detailee; Heather Bailey, professional staff
member; Bonnie Heald, director of communications; Brian Sisk,
clerk; Ryan McGee, staff assistant; Michael Soon, intern; Trey Hen-
derson, minority counsel; and Jean Gosa, minority clerk.

Mr. HORN. A quorum being present, the Subcommittee on Gov-
ergment Management, Information, and Technology will come to
order.

The Office of Management and Budget is one of the most impor-
tant agencies in the executive branch of the Government. The OMB
coordinates the legislative opinions of the administration and re-
views and recommends budget requests to the President, which he
then decides and submits an annual budget to Congress. The budg-
et is a key document of State that affects the funding level of near-
ly every Federal program that Congress provides.

OMB directors and some of the 500-member staff also coordinate
the opinions of relevant departments and agencies. OMB reminds
the President that legislation is not in accord with the program of
the President, whether it should be signed or vetoed.

In addition, the OMB has an enormous impact on U.S. busi-
nesses because of its role in determining Federal regulations that
affect everything from how buildings are designed to the amount
pollutants that industries may release into the environment. The
OMB is clearly at the pinnacle of the executive branch of the Fed-
eral Government.

During the Harding administration, the Budget and Accounting
Act of 1921 created OBM, OMB’s predecessor, otherwise known as
the Bureau of the Budget. For housekeeping purposes, the Bureau
of the Budget was lodged in the Department of the Treasury, but
it reported to the President. A core group of professional staff mem-
bers were attracted, and over time, for the first time the President
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was able to make a true integrated executive budget which rec-
ommended the choices of the Nation’s Chief Executive.

It used to be that every cabinet officer just sent their estimates
in to the Treasury Secretary, he put a nice pretty binder on it, sent
it up to Congress, they tore it all apart, and the 13 subcommittees
of Appropriations probably go back to about 1865 when they cre-
ated the Appropriations Committee out of Ways and Means.

So for the first time in the 1920’s, although a couple of Presi-
dents had tried it, Harding was able to see it done. And we had
an integrated budget where the Chief Executive could truly tell
people that he had control over the executive branch. And over the
years, the Bureau had a very fine professional staff it built up. It
didn’t matter whether they were serving Republicans, Democrats,
or whoever. They were professionals.

Under the Nixon administration, the word “management” was
added to the agency’s title with the hope that the power of the
budgeting process would force Federal agencies to pay greater at-
tention to management issues. And I happen to have been a very
strong fan of that reorganization. It turns out I was dead wrong.
That has not been the case. We have not had the management as-
pects that we should have.

If the Federal Government had a proper management structure,
all Government agencies would have begun preparing for the year
2000 computer problem a decade ago. But in fact, only the Social
Security Administration had a management team with such fore-
sight. Last week, the subcommittee learned that again this year
the executive branch failed to produce governmentwide financial
statements that auditors could say were reliable.

It is important to note that this lack of leadership is not limited
to the current administration. Throughout OMB’s history, begin-
ning with the Nixon administration, management and budget
issues have competed for attention. And we all know the big prob-
lem with the budget and how to get it under control, how to get
a balanced budget. When you have that, the director is fully occu-
pied with his or her time.

We have distinguished witnesses today who can discuss the inner
workings of the Office of Management and Budget and we hope to
learn whether the “M” in OMB stands for “management” or “mi-
rage.”

It is now my pleasure to yield time to the gentleman from Texas,
Mr. Turner, the ranking member of the subcommittee.

Mr. TURNER. Thank you, Mr. Chairman.

OMB’s predominant mission is to assist the President in over-
seeing the preparation of the Federal budget and to supervise its
administration in executive branch agencies. In carrying out this
mission, OMB is forced to wear many hats. These duties include
the development of management of budget, policy, legislative, regu-
latory, information, procurement, and management issues. In addi-
tion to these considerable responsibilities, Congress is constantly
adding new ones.

We can all agree that OMB has a very important and difficult
job. We are here today to assess how OMB is carrying out its mis-
sion and to determine whether Congress is providing adequate
funding and support to this entity. We want to make sure Federal
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managers have all the tools and all the incentives necessary to per-
form their jobs well.

I want to welcome Director Jack Lew this morning and commend
him and all OMB employees for the excellent work and dedication
and professionalism they have exhibited. Jack, you have shown an
even hand in running OMB. It has been reflected in the credibility
that you enjoy on both sides of the aisle here in the Congress. And
I believe it is the OMB’s steadfast work on the budget that has
helped us come to the point where we can enjoy surpluses in the
Federal budget for the first time in 30 years.

I want to thank the chairman for focusing on the issue this
morning. It is a very important one. I look forward to hearing from
all of our witnesses.

[The prepared statement of Hon. Jim Turner follows:]
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Statement of the Honorable Jim Turner
GMIT Hearing: "Oversight Hearing on the Office of Management and Budget:
Is OMB Fulfilling Its Mission?"
- 4/7/00
Thank you, Mr. Chairman. OMB’s predominant mission is to assist the

President in overseeing the preparation of the federal budget and to supervise its
administration in executive branch agencies. In carrying out this mission, OMB is
forced to wear many hats. These duties include in the development of
management of budget, policy, legislative, regulatory, information, procurement,
and management issues. In addition to these considerable responsibilities,

Congress is constantly adding new ones.

We can all agree OMB has a very important and difficult job. We are here
today to assess how OMB is carrying out its mission and to determine whether
Congress is providing adequate funding and support to this entity. We want to
make sure federal managers have the tools and incentives to perform effectively at

all levels.

1 want to welcome Director Jacob Lew here this morning and commend him
and all OMB employees for the dedicatioq and professionalism they exhibit on a
daily basis. OMB’s steadfast work on the budget, I believe, has played a
significant role in the surpluses we are now enjoying today. I thank the Chairman

for his focus on this issue and thank the witnesses for their time and testimony.
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Mr. HorN. I thank the gentleman.

We will now swear in the witness.

[Witness sworn.]

Mr. HORN. The clerk will note that the witness has affirmed the
oath. We welcome you here and please proceed in any manner you
like. You have a wonderful 30-page statement. Don’t read it. But
if you can get the high points, which is what our rule is, then we
can have a dialog.

STATEMENT OF JACOB LEW, DIRECTOR, OFFICE OF
MANAGEMENT AND BUDGET

Mr. LEw. Thank you, Mr. Chairman.

I would be delighted to summarize my opening statement and
would ask that the full statement be included in the record.

Mr. HORN. Without objection, your prepared statement will ap-
pear in the record.

Automatically every time we introduce the witness the full state-
ment is in the record.

Mr. LEw. Thank you, Mr. Chairman and Congressman Turner.
It really is a pleasure to be here this morning to be able to take
some time to talk about the many important functions that the Of-
fice of Management and Budget serves.

I would like to begin by introducing Sally Katzen, who is with
me here today, who serves as counselor to me, as Director. As you
know, she has been nominated to be the Deputy Director for Man-
agement and works on many of the issues that we will be discuss-
ing today.

Before going into my formal remarks, I would like to begin by
saying a word about the OMB staff and associate myself with the
comments of both of you. I think one of the secrets of Washington
is the excellence of the OMB staff, the dedication of them, and the
fact that it is not a political staff. In an organization with 518 full-
time positions, the vast majority are career public servants who
serve administration after administration. They are really the
backbone of our efforts, both in terms of what we do in the budget
and what we do in management, to give the President the kind of
advice he needs, the guidance to agencies, and to work with Con-
gress as effectively as we can.

In my opening statement, I would like to talk briefly about the
different functions of the Office of Management and Budget be-
cause I suspect there is going to be some interest this morning in
talking about the breadth of functions, not just the budget func-
tions that are fairly well known.

As you noted in your opening remarks, it ranges from procure-
ment policy and regulatory policy to funding levels for individual
programs. It is really the full scope of the work that the Federal
Government does.

We are organized in a way designed to integrate the different
functions that OMB has. We have five resource management of-
fices, which have agency and program responsibility. They play a
key role in developing the budget and executing the budget, and
also in working with the agencies on an ongoing basis on imple-
menting their programs.
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We have the Budget Review Division, which analyzes the aggre-
gate trends. One of the things that has really changed in terms of
budgeting over the last 25 years is the ability—partially because of
information technology—to do much more by way of aggregate
analysis and to understand how the pieces add up and what the
trends are in a way that you couldn’t when you were doing it on
manual kinds of ledgers.

The Legislative Reference Division, as you noted, Mr. Chairman,
gives us the ability to coordinate across the Government uniform
positions so that agencies conform to the policy the President has
made and so that agencies with competing interests have a way of
working through their differences so that there is a single execu-
tive branch position.

We also have three statutory offices, which are lesser known out-
side of Washington but perform key functions around the Govern-
ment and in terms of coordinating the efforts of all of OMB’s staff.
We have the Office of Federal Financial Management, which devel-
ops and provides direction on the implementation of financial man-
agement policies. We have the Office of Federal Procurement Pol-
icy, which leads in our efforts to improve and make more efficient
our procurement laws and the implementation of those laws. And
we have the Office of Information and Regulatory Affairs, which
participates in the rulemaking process, the information technology
process, and monitoring paperwork burden.

We have tried to organize, over the last 7 years, to have these
different offices integrated, to have a kind of desk officer system.
Within each of the statutory offices there are resources available to
each of the resource management offices so that we can team to-
gether people who are expert in the substance and programs of an
agency with other offices who have analytic technical skills that
need to be available broadly across the organization.

We have made tremendous progress in that ongoing effort. We
Wfifu continue, and I hope my successor will also continue, with this
effort.

The traditional responsibilities we have are obviously develop-
ment of the budget, the presentation of the budget, and the defense
of the budget. And there is no doubt that that takes a considerable
amount of our time. The budget process, being as it is, is not a 1-
or 2-month process. It goes across the whole year. We have tried
very hard to use the islands of time between the internal deadlines
to produce a budget and the congressional schedule to focus senior
management effort on the management issues as well as the budg-
et issues over the course of the year.

I probably have a slightly different perspective than many direc-
tors because I have been at OMB for 5% years—I am right up
there with our career staff in terms of length of tenure on average.
Our workload burden has grown. It has grown for good reasons. We
have worked well with the Congress on laws like Clinger-Cohen
and GPRA that have given us new and modern tools to try to take
the management responsibilities and really put some effective tools
behind them.

I would note that over the course of the increase in those respon-
sibilities we have decreased the size of our staff. We have become
more efficient, but we also have heavy workload burdens. And it
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is for that reason that in the budget we presented this year we
asked for additional resources. I think it is an appropriate time, at
a point of transition, for us to look ahead at the next administra-
tion, regardless of party, and say that these functions are impor-
tant and we do need more resources to perform all of them.

We have tried to take the management role very seriously in my
time at OMB. And I think that evidence of that is apparent in both
the formal mechanisms of the interagency committees that we
have, that have done a lot to share best practices between agencies
and help develop those practices, and the less formal approaches,
such as the efforts to coordinate with heads of agencies and work-
ing levels in agencies on specific problems.

There are really two kinds of management challenges. First, the
governmentwide management challenges, which are very impor-
tant. These range from dealing effectively with the Y2K problem—
where I think we have a success we can be proud of—to trying to
make the kind of progress on our audited financial statements that
keeps us moving in the right direction.

We also have agency-specific problems where we see that agen-
cies either are not doing something that they need to do well; or
areas where they could be getting a lot more done if they made
changes. And we try to engage with the agencies both at the broad
and at the agency-specific level. I won’t contest the notion that
there are limits on our time. There certainly are. But we try, with-
in those limits, to be effective at both the governmentwide and the
agency-specific level.

I would like to say a word about GPRA because I know that this
committee has a lot of interest in it.

I have been very impressed at how much the culture of Govern-
ment policy thinking has changed over the last couple of years. At
my first Director’s review, the ability to focus on results in terms
of the analytic process was very different than it is now. Answers
to questions about results more often gave you information about
input than output. We are now at a stage where I think we have
made enormous progress, though we have a lot more progress to
make. We engage in discussions on virtually every major policy de-
cision, probing on the question of output.

We are not at the point where the measures are as refined as
they should be, we are not at the point where I would want to have
mechanical decisions flow from that analysis, but we have changed
the way we think, which is the first stage you have to go through
to incorporating the results-oriented analysis into budgetary policy.

I would like to say one word in conclusion about the connection
between the budget and the management issues. I have no doubt
in my own mind that it is very important to have the budget and
management functions together because the budget responsibilities
give you the ability to raise management issues in a way that if
the management issues stood on their own I fear you wouldn’t be
able to. There is something that focuses the mind when there is
funding at stake.

There is no question that OMB’s ability to help shape the Presi-
dent’s budget request and work with Congress on the ultimate
funding levels has a lot to do with our ability to work with agencies
on the management question. So while I think there are very im-
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portant questions that we need to resolve in terms of how to do
even better on the management side, I think there is a very impor-
tant connection between those functions that I suspect we will talk
some more about.

It is a pleasure to be with you this morning and I look forward
to answering any questions you may have.

[NOTE.—The report entitled, “FY 2001 Annual Performance Plan
and FY 1999 Performance Report,” may be found in subcommittee
files.]

[The prepared statement of Mr. Lew follows:]



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

THE DIRECTOR TESTIMONY OF
JACOB J. LEW
DIRECTOR
OFFICE OF MANAGEMENT AND BUDGET
BEFORE
U.S. HOUSE OF REPRESENTATIVES
SUBCOMMITTEE ON GOVERNMENT MANAGEMENT,
INFORMATION, AND TECHNOLOGY .

April 7, 2000

Mpr. Chairman, Members of the Subcommittee, I am pleased to be here this moming to
discuss the role of the Office of Management and Budget (OMB) in improving management
practices in the Federal Government. Sally Katzen is here with me today. She is a Counselor to
the Director, and is the President’s nominee for Deputy Director for Management.

We welcome this oversight hearing because we too place importance on improving
management throughout the Federal government. I would like to thank the Subcommittee for its
continued interest in this issue. This Subcommittee has been a leader in providing Federal
managers with the tools and incentives to perform effectively and with accountability. In recent
years, this has led to the adoption of the Government Performance and Results Act, Federal
Financial Management Improvement Act, Information Technology Management Reform
("Clinger-Cohen") Act, Government Paperwork Elimination Act, Federal Acquisition
Streamlining Act, and Federal Activities Inventory Reform Act.

The role of the Office of Management and Budget

As stated in OMB’s Annual Performance Plan, OMB assists the President by reviewing
agency proposals and programs on a variety of topics from budgets to regulations; assuring that
they are consistent with relevant statutes and Presidential objectives; providing analysis and
advice on a variety of subjects; and developing government-wide policies for the effective and
efficient operations of the Executive Branch. Although housed within the Executive Office of
the President, the majority of OMB’s 518 staff are career employees who provide "institutional
memory"” and the most objective analysis possible for the President.

OMB operates in a fast-paced environment, dealing with a variety of complex issuesona
daily basis. It has the lead role within the Executive Branch for maintaining Federal fiscal
discipline, allocating scarce resources, and promoting program efficiency. OMB provides
leadership and assistance in financial management, procurement, information collection and

1
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dissemination, and other government-wide management functions. These responsibilities are
carried out working cooperatively with the Congress and congressional agencies such as the
Congressional Budget Office and the General Accounting Office.

How We’re Organized

OMB is composed of five resource management offices (RMOs)! organized by agency
and program area, three statutory offices® with functional management responsibilities, and seven
offices® that provide OMB-wide supportt. These offices work together to assist the President in
developing fiscal policies and creating an environment for effective management of Federal
programs.

The RMO:s play a pivotal role in the development and execution of Federal fiscal policies
and provide ongoing policy and management guidance to Federal agencies. RMOs are
organized by policy subject matter and agency. Staff are experts in their program and policy
areas and are responsible for the analysis, evaluation, and implementation of policy options as
well as the implementation of government-wide management initiatives.

The Budget Review Divisions analyze trends in and the consequences of aggregate budget
policy. They provide strategic and technical support for budget decision-making and
negotiations, and they monitor Congressional action on spending legislation. In addition, these
offices provide technical expertise in budget concepts and execution.

The Legisiative Reference Division coordinates articulation of the Administration’s
position on all legislation. This office coordinates the review and clearance of the )
Administration’s legislative proposals, testimony, and statements on bills progressing through
Congress. This responsibility frequently requires resolution of conflicting agency views on
legislation or policy positions.

The three statutory offices play an important role in the work of OMB. The Office of
Federal Financial Management (OFFM) develops and provides direction on the implementation

! The RMOs are National Security and International Affairs; General Government
and Finance; Natural Resources, Energy and Science; Health/Personnel; and
Education, Income, Maintenance and Labor.

2 The statutory offices are the Office of Federal Financial Management, Office of
Information and Regulatory Affairs, and Office of Federal Procurement Policy.

3 The OMB-wide offices are Administration, Budget Review, Communications,
Economic Policy, General Counsel, Legislative Affairs, and Legislative
Reference.
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of financial management policies and systems and coordinates activities of the agency Inspectors
General and Chief Financial Officers. This includes activities ranging from financial reports and
systems fo debt and grants program management. The Office of Federal Procurement Policy
(OFPP) leads efforts to improve Federal procurement law, policies, and practices that affect the
full range of Federal acquisitions, including major systems, products, services and construction.
The Office of Information and Regulatory Affairs (OIRA) oversees the Federal regulatory,
information collection and dissemination processes, and Government statistical policies and
practices. OIRA reviews agency proposals for new or revised Federal regulations and
information requirements, and develops policies to improve regulatory and paperwork processes
and information management. OFFM, OIRA and OFPP staff serve as consultants to program
-examiners in the RMOs and participate on teams reviewing significant issues, such as reviews of
financial statements and major information technology investments.

While each unit has its own focus, OMB prepares its products, meets its deadlines, and
fulfills its responsibilities because of continuing collaboration among its offices and divisions.
On a day-to-day basis, OMB operates as a collegial organization in which OMB-wide and
statutory offices collaborate with the RMOs to support OMB’s ongoing agency relationships.
For example, desk officers in OIRA work closely with the RMOs on regulatory and information
issues. With respect to regulations, OIRA tends to focus more on the economic and societal
consequences of the regulation, assessing the full impact of each proposal, with particular
emphasis on the benefits and costs of alternative approaches; the RMOs give particular attention
to programmatic and fiscal implications. OFFM specialists in financial management,
accounting, and systems work closely with each agency’s financial management staff to monitor
progress and plans for improving financial management; RMO staff who have extensive agency
relationships and budget responsibility participate in these sessions. Together, OFFM and RMO
staff review agency audit financial statements, and oversee the work of agency Chief Financial
Officers and Inspectors General and agency preparation of annual audits as well as the agency
budget submissions that affect financial systems. Likewise, OFPP’s procurement policy
specialists work closely with RMO staff and agencies to implement acquisition reforms to
advance better business management of Federal acquisitions to support agency missions.

Our Traditional Responsibilities

Given its comprehensive and objective view of the government’s strategic interests and
program priorities, OMB has a hand in the development and resolution of budget, policy,
legislative, regulatory, information, procurement, and management issues on behalf of the
President. This places OMB in the middle of complex and sensitive distributional policymaking
and fradeoffs necessary to develop and maintain coherence and consistency with the President’s
priorities and program,

OMB has the lead role in the Executive branch in maintaining aggregate fiscal discipline,
proposing allocations and realiocations of resources to particular sectors and programs based on

Presidential policy, and promoting the efficient delivery of services. This is a continuing

3
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process of interaction and adjustment with and between the departments and agencies. The entire
budget formulation process, with its instructions, hearings, reviews, budget drafting, and
justifications, drives much of the development and coordination of policy. OMB examines
efficiency and effectiveness in order to improve programs; allocates resources in accord with
Presidential priorities; and presents the President’s program.

OMB performs these same functions in financial management, procurement, information
collection and dissemination and other government-wide management functions of the Executive
Branch. While doing so, OMB also provides leadership and serves as a catalyst for interagency
groups such as the President 's Management Council (consisting of the Chief Operating Officers
of all Federal Departments and the largest agencies), the National Parmership Council
{including representatives of Federal employee unions and Federal managers and supervisors; the
Federal Mediation and Conciliation Service, the Federal Labor Relations Authority, the Office of
Personnel Management, DOD, and the Department of Labor), the Chief Financial Officers
Council, the Chief Information Officers Council, the President’s Council on Integrity and
Efficiency (comprising the major agencies’ Inspectors General), the Procurement Executives
Council and the Budget Officers’ Advisory Council (BOAC). Through these groups, OMB draws
together operational, financial, procurement, integrity, labor relations, and systems technology
experts from across the government to establish government-wide goals in their areas of
expertise and marshal the resources within individual agencies to improve government
performance.

Meeting our growing werkload

Despite staffing levels that have decreased by almost 10 percent since 1993, OMB
continues to carry out its traditional responsibilities and the new responsibilities Congress has
placed on it. The Government Performance and Results Act, Federal Financial Management
Improvement Act, Information Technology Management Reform ("Clinger-Cohen") Act,
Govemment Paperwork Elimination Act, Federal Acquisition Streamlining Act, and Federal
Activities Inventory Reform Act all require a significant investment of staff resources. More
recent requirements, ranging from the "Stevens Report" on the costs and benefits of regulations
to the report on climate change, also impose new workloads. Congress also has imposed a
number of new grant management responsibilities on OMB, including revising Circular A-110 to
open access to research data, preparing an inventory of all Federal grants, and fulfilling the
provisions of the Grants Management Simplification Act. A complete list of the laws that have
increased OMB workload since 1993 is attached to my testimony.

For FY 2001, I have asked our Appropriations Subcommittees for increased resources for
additional OMB persormmel. The request seeks an increase of $613,000 to fund nine new FTEs to
oversee the numerous management initiatives required under current law, analyze key budgetary
and economic areas, and assist in preparing the Federal Budget and the many reports required of
OMB. As we approach the end of this Administration, it is an appropriate time to ensure that the
next administration has the resources at OMB necessary to perform at the level of excellence that

4
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OMB has established. My request would provide those resources.
Our Management Role

There is no textbook definition of "good agency management." OMB embraces a
broad-based concept of management that encompasses the roles and responsibilities of the whole
organization. OMB is responsible for maximizing the extent to which Executive Branch
agencies carry out effectively and efficiently all tasks related to excellence in agency
administration, and for maximizing the guality of agency design, development, implementation,
evaluation, and continuous improvement (including where necessary, termination or
replacement) of agency programs and policies, consistent with the policies of the President.

Some people think of "management” solely in terms of a series of administrative
management functions, present in virtually every agency, that are the essentials of organizational
operations, without regard to what that organization's missions or functions may be. These
functions include procurement, accounting, personnel management, space management, financial
management, regulatory strategy, and the like. Doing them very well rarely gamers attention;
failing to do them well can destroy program and policy effectiveness as certainly as bad policy
decisions or inadequate program implementation.

OMB has offices and divisions that exercise government-wide leadership on key aspects
of agency administrative management: procurement (OFPP); financial systems and audit
(OFFM); regulatory policy and paperwork management, information collection and
dissemination, information technology policy and statistical policy (OIRA); legislative
development and legislative reports and testimony processes (LRD};and budget formulation and
budget execution processes (BRD). OMB shares responsibilities for leadership on some
functions with other agencies, such as: financial management and budget execution shared by
OFFM and BRD with Treasury; space management and building construction policy shared with
GSA; personnel policy shared with OPM.

In our view, management includes not only administrative management functions but
also program and policy management. It encompasses leadership and oversight of how agencies
devise, obtain enactment of, implement, manage, evaluate, and then, if necessary, modify the
statutory programs and policies for which they are responsible, consistent with the policies of the
incumbent Administration.

Program and policy management is often profoundly influenced by changes in
Administrations. It is not uncommon for OMB to work closely with an agency to obtain
enactment of and implement a given policy, and then after a change in Administration, work just
as hard with successor agency management to implement a different policy. This is the
consequence of being accountable first and foremost to the President.

This responsibility in no way affects OMB's attention to agency strategic planning, goal
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setting, performance measurement, evaluation, data collection, or policy research. These
functions are aspects of good government regardless of the program policies of the
Administration in office. They are essential inputs to the policy and program direction advice
OMB provides. But they do not dictate the form of final Presidential policy. The RMOs have
the lead OMB responsibility for program policy and budget development for the agencies they
cover, and for integrating into those responsibilities attention to how well the agency is managing
statutory and Administration policy.

Government Performance and Results Act

As you know, OMB played an early and important role in the initial development and
design of GPRA. In one sense, what the Act requires is not new. We have always asked for,
and used, performance information in budgeting decisions. In our roles as stewards of the
efficient use of resources, both OMB and Congress have always sought to know what results
programs actually produce. GPRA gives us a statutory framework for expanding the use of
performance information into the decision-making process.

The review of the GPRA strategic and armual plans by OMB staff is a good example of
how budget and management are intrinsically interwoven and interdependent. RMO staff review
the agency plans and reports, and provide comments. The RMO staff are especially well
equipped to do so, because these are the same staff that work with the agencies on their annual
budget submissions so they were keenly aware of operations at the agencies. Strategic goals and
performance measures are thus not some sort of abstract or independent exercise; rather, they
exist and have meaning only in the context of real programs.

The FY 2001 budget process provides other examples of how OMB has increased its use
of performance information in its review of agency budget requests. In June of last year, I wrote
to agency heads that I expected them to focus attention in their FY 2001 submissions on the
extent to which current programs are achieving the results intended, and new program initiatives
are structured to provide for clear definition of results and mechanisms for accountability for
achieving them. Subsequently, in developing the President’s FY 2001 Budget, OMB included
relevant performance information for every major budget issue presented during our Director’s
Review.

Priority Management Objectives

Implementing GPRA is a top management objective. For the last two years, the
Administration has tackled the Government's biggest management challenges by designating
them priority management objectives (PMOs) and working with the agencies throughout the year
to make real change. Last year, for example, the Administration’s first and foremost
management objective was to resolve the Year 2000 (Y2K) computer problem. Y2K posed the
single largest technology management challenge in history. It also is the best evidence of how
budget and management are effectively interwoven at OMB. We are proud that the federal
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Government’s transition through the date change was remarkably trouble-free.

Another PMO last year was Improving management of the decennial census. The Bureau
of the Census in the Department of Commeérce ensured that the necessary support structure -
which includes opening data capture centers, regional census offices, and local census offices,
printing forms, establishing a telephone questionnaire assistance program, printing language
assistance guides, and recruiting and training temporary census workers -- was established and
tested, and is ready for operation.

This year’s list of PMOs includes twenty-four agency-specific and government-wide
management issues. In addition to implementing GPRA, let me give you several examples:

. Improve financial management information. Working with OMB and Federal agencies,
the Department of the Treasury issued timely government-wide audited consolidated
financial statements for the third year in a row. These statements were issued as part of
the FY 1999 Financial Report of the United States Government, We also made
substantial progress in agency financial statements: 19 of 24 were on time {(compared
with 15 on time last year) and, although two agencies slid back, 7 agencies improved to a
qualified or to a “clean” opinion. So far, 13 of 24 received "clean” opinions -- last year at
this time we had 8 -- double the number of clean opinions received in 1996 and in sharp
contrast to 1993 when most agencies did not issue financial statements. We expect the
two remaining financial statements soon, and we’re hopeful that those will also be
"clean."

. Modernize student aid delivery. The Department of Education’s performance-based
organization (PBO) has made significant progress in modernizing the delivery of student
aid benefits. In order to align operations with its three primary goals (improved customer
satisfaction, reduced costs and increased employee satisfaction), the PBO has reorganized
into three customer oriented channels {(students, schools and financial partners). Based on
an assessment of customer needs, the PBO is utilizing new technologies to expand
electronic access to benefits and revising program oversight practices to reduce burden on
participants. In order to reduce costs and improve services, the new organization has
developed a detailed modemization blueprint that defines an efficient information
infrastructure. Implementation of key elements of this plan are currently underway.
Additionally, the organization has reformed contracting practices to capitalize on
performance based incentives. Finally, the PBO is investing in its employees through
training and better information technologies to ensure that cost and customer goals will
be achieved.

. Reengineer the naturalization process and reducing the citizenship application backlog.
The Department of Justice’s Immigration and Naturalization Service is redesigning its
naturalization process to streamline and automate operations, while simuitancously
reducing a backlog of more than 1.8 miilion applications for citizenship. In 1999, INS
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completed over 1.2 million applications, and reduced the backlog by more than 500,000
applications. INS reduced the average processing time between application and
naturalization of qualified candidates from 27 months in 1998 to 12 months in 1999. In
FY 2000, INS’ goal is to reduce processing time further - to 6 to 9 months for qualified
applicants — and maintain this processing standard in the future.

Conclusion

OMB’s strength is its unique system-wide and government-wide perspective: its staff
draws on experience in many areas of government to challenge the thinking of other agencies,
which often cannot see beyond their own programs. None of the major policy issues with which
a modern president must deal fit into the confines of a single department. Revitalizing the
economy, designing a national health care system, controlling drugs, protecting the environment,
reforming education, restructuring welfars, or creating jobs: each of these issue-areas and dozens
of others require coordinated analysis and action across many executive branch agencies.

In the real world, resource allocation and management are fundamentally interdependent.
Given the complex systems that arc necessary to address public problems, we must operate with
considerations of management and budget together, not apart. This reflects the realization that
these two sets of concerns are in fact intertwined in actual operation. And as we continue to
work with the agencies to better integrate performance information into budget and resource
allocations, the twin concerns of management and budget are likely to become even more
infertwined over time,

I believe OMB continues to serve this Administration and the American people extremely
well. Mr. Chairman, that concludes my statement. 1 would be happy to answer any questions.
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Laws that have increased OMB workload since 1993

Government Performance and Resulis Act (PL 103-62)

Federal Acquisition Streamlining Act (PL 103-355)

Government Management and Reform Act (PL 103-356)

Evaluation of DC report (PL 103-373)

Unfunded Mandates Reform Act (PL 104-4)

Paperwork Reduction Act (PL. 104-13)

Federal Acquisition Reform Act (PL 104-106, Division D}

Information Technology Management Reform Act (Div. E, PL 104-106)
Regulatory Flexibility Act Amendments (Title II D, PL 104-121)

Congressional Review of Agency Rulemaking (Title T E, PL 104-121)

National Technology Transfer and Advancement Act (PL 104-113)

Single Audit Amendment Act (PL 104-156)

Federal Financial Management Improvement Act (Title VIII, PL 104-208

Fiscal Year FY 1998 Defense Authorization Act (PL 105-85)

Government Paperwork Elimination Act (Title XVII, PL 105-277)

Federal Activities Inventory Reform Act (PL 105-270)

Submission of an Accounting Statement and Report to Congress on the Costs and
Benefits of Federal Rules and Paperwork Treasury/General Government (PL 106-
58)

Counterterrorism & Antiterrorism (PL. 105-85, Sec. 1051)

A report on total Federal expenditure of all official international travel during the
previous fiscal year (Omnibus Consolidated & Emergency Supplemental
Appropriations Act)

A report providing a final accounting of the finances and operations of
international agencies abolished under Division G of the Act (Omnibus
Consolidated & Emergency Supplemental Appropriations Act)

Grants Management Simplification Act (PL 106-107)

Submission to Congress of an inventory of Federal grant programs
(Treasury/General Government Appropriations, PL 106-58)

An acconnting of climate change programs in the FY 2001 Budget (Consolidated
Appropriation Act, PL 106-113) .

Designation of OMB to Chair the National Commission on Use of Offsets in
Defense Trade, and submit a report to Congress (Section 1247(d) of FY 2000-01
Foreign Relations Authorization Act; PL 106-113)



18

31. IMPROVING PERFORMANCE THROUGH
BETTER MANAGEMENT

We made a decision that was prof

dly important, that the way Covernment works matters,
that we could not maintain the confidence of the American people and we could not have idens
that delivered unless the Government was finctioning in o sensible, modern, and prudent way.

President Clinton
December 1998

In the past two years, the Administration
has tackled the Government’s biggest manage-
ment challenges, which are designated Priority
Management Objectives (PMOs), through a
coordinated, sustained and intensive effort
with the agencies to achieve significant im-
provements in these areas. This year, the
Administration is targeting 24 Government-
wide and agency-specific management issues
for heightened attention (see Table 31-1)
Four are new: “Use capital planning and
investment control to better manage informa-
tion technology;” “Streamline and simplify
Federal grants mansgement.” “Align human
resources o support agency goals:” and, “Cap-
italize on Federal energy efficiency.”

Last year, the Administration successfully
agvanced several of our management goals
{which therefore are no longer on the PMO
iist). In particular, the Administration resolved
its first and foremost management objective,

and international organizations to raise aware-
ness and encourage work on the problem.
Again, the results were uniformly acclaimed.
In the Spring of 2000, the Conversion Council
will prepare a final report which will include
lessons learned from this challenge.

Two other objectives were successfully ac-
complished in 1899. First, to meet the goal
“Better manage real property,” the General
Services Administration developed =z draft
legislative proposal to increase agency incen-
tives to dispose of unneeded real property—
making it available for more productive public
or private use, in turn providing resources
for agencies to fund ded capital invest-
ments. Second, to “Improve management of
the decennial census,” the Bureau of the
Census in the Department of Commerce estab-
lished and tested the necessary support struc-
ture—which includes opening data capture
centers, regional census offices, and local

“Manage the year 2000 (Y2K) computer prob-
lem” with impressive results. Y2K posed
the single largest technology management
challenge in history. The Federal Govern-
ment's acknowledged success through the date
change was the direct result of the commit-
ment, long hours, and exceptional efforts
of Federal employees in every agency. Due
largely to the efforts of these employees
and the leadership provided by the President’s
Council on Year 2000 Conversion, the Federal
Government’s Y2K efforts were, beyond all
expectation, remarkably trouble-free. Under
the direction of the President’s Council, the
Federal Government also worked with the
private sector, State, and local governments,

offices, printing forms, establishing
a telephone questionnaire assistance program,
printing language assistance guides, and re-
cruiting and training temporary census work-
ers~—and it is now ready for operation. Finaily,
in 1999, all agencies identified activities per-
formed by Federal employees that could be
opened to competition potentially resulting
in contracts with either private firms or
with a more efficient public sector operation.
Since such competitive reviews are an impor-
tant element of the effort to “Revolutionize
DOD business affairs,” the objective “Use
competition to improve operations” has been
incorporated into the Department of Defense
(DOD) objective.
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Tabie 31-1.

Priority Management Objectives

t-Wide Ma

Strengthening Gover

ind

Use perfe e inft

! tion to imp
making.

Improve fi ial infor

Strengthen statistical programs.
Implement acquisition reforms.

Better manage Federal financial portfolios.

CPAP AR P

12, Capitalize on Federal energy efficiency.

N "

proving Program I
13. Modernize student aid delivery.

15. Strengthen HCFA’s ity.
16. Implement HUD reform.

17. Reform management of Indian trust funds.
18. Impl FAA reforrms.

19. Implement IRS reforms.

20, Streamiine 8SA’s disability claims protess.
21. Revolutionize DOD busi airs,

22. Manage risks in building the Internati

Use eapital planning and investment control to better manage information technology.
Provide for computer security and protect critical information infrastructure.

Ymplement electronic Government initiatives.
. Align Federal human resources to support ageney goals.

10. Verify that the right person is getting the right benefit.
11. Streamline and simplify Federal grants management.

14. Improve DOE program and contract management.

] Space §

program and budget decision-

24, i the naturali

23, Improve security and management of overseas presence.
R process and reduee the citizenship application backlog.

The PMOs are coordinated by OMB with
assistance from the National Partmership for
Reinventing Government (NPR) and the inter-
agency working groups, thus assuring senior
t attention. M in the agen-
cies have the primary responsibility to achieve
the agreed-upon objectives—they must effec-
tively implement detailed action plans tfo
ensure that they make progress toward meet-
ing their goais. Periedic reporting and review
provide an opportunity for corrective action
as necessary throughout the year.

Strengthening Government-wide
Muanagement

1. Use performance information to improve
program management and budget decision-
muoking: The Government Performance and
Results Act (GPRA) requires agencies o meas-

ure performance and results—not just funding
levels—so that we can better track what
taxpavers are getting for their dollars. Agen-
cles are not only working to develop and
use performance measures in program man-
agement but also are working to integrate
this information into budget and resource
allocations, so that we can better determine
the cost of achieving goals. The task is
not simple. The agencies must define their
specific goals, determine the proper level
of resources, assess which programs are work-
ing, and fix those that are not. Progress
will depend on GPRA becoming more than
a paper exercise. Over the next year, OMB
will work with all agencies to better integrate
planning and budgeting and systematically
associate costs with pregrams,
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2. Improve finarcial mancgement informa-
tion: Just a decade ago, the Federal Govern-
ment lagged far behind private industry in
ite ability to offer assurances of financial
integrity. The Administration recognized and
immediately began to address this weakness.
Today, Government agencies have a strong
financial management infrastructure sup-
ported by a comprehensive set of Federal
financiel accounting standards. Chief Financial
Officers (CFOs) in the 24 largest Federal
agencies integrate financial management agen-
cy-wide and produce snnual audited financial
statements. As validation of our progress,
in October 1999, the American Institute of
Certified Public Accountants recognized Fed-
eral Accounting Standards Advisory Board
statements as “generally accepted accounting
principles” (GAAP). This independent acknowi-
edgment by the internationally recognized
organization that designates GAAP standard-
setting bodies marks a significant milestone
in improving public confidence in Federal
financial management. Also, in 1999, 12 of
24 CFO agencies received clean opinions
on their 1998 statements, deuble the number
of clean opinions received in 1996 and in
sharp contrast to 1993 when agencies did
net routinely issue financial statements. In
1999, the Federal Government also issued
its second audited Government.wide financial
staterment. Auditors noted specific accounting
difficulties at DOD, and the complexity of
identifying and reporting transactions between
Federal Government entities (intra-Govern-
mental transactions). DOD has invested sig-
nificant contracter support resources to ad-
dress its problems, and OMB, the Treasury
Department, and the General Accounting Of-
fice are working with the CFOs to develop
short-and long-term solutions to the intra.
Governmental transactions issue. Almost all

sgencies also face the daunting task of upgrad-
ing or replacing financial management systems
to provide the accurate, timely, and useful
information that iz the cornerstone of both
financial integrity and performance measure-
ment.

3. Use capital planning and investment
control to better manage information tech-
nology: The Government spends in excess
of $38 billion each year on information tech-
nology, and this number will continue to
grow as virtually all functions of Government
take advantage of efficiencies provided by
information technology (IT). Well selected,
controlled, and managed IT projects can en-
sure that agencies fulfill their missions with ~
the lowest cosis and greatest benefit fo
the American people. The Administration will
issue general guidance and will work with
agencies on specific systems to ensure that
IT capital planning is integrated with agency
budget, aequisition, financial management,
and strategic planning processes, and that
agencies properly assess benefits, risks, per-
formance goals and accomplishments of their
IT portfolios. Chapter 22 of Analytical Perspec-
tives highlights program performance benefits
from major IT investments throughout the
Federal Government.

4. Provide for computer security and protect
critical information infrestructure: Protecting
information systems that the Federal Govern-
ment depends on and that are critical to
the economy is growing in importance as
society’s use of technology and reliance on
interconnected computer systems increases.
The Y2K remediation underscores the fact
that, along with increased productivity and
efficiency of system interconnections, there
comes increased risk. However, if the risks
are identified and addressed in light of secu-

Table 31-2. CFO Agency Financial Statement Performance Goals
Estimate
Financial Statements Alisgl
chu 1999 2000 2001
Audits Completed 24 24 24 24
Agencies with Ungualified Opinion ...covevcsnan 12 18 21 22
Agencies with Ungualified and Timely Opinion 7 16 21 22




160

21

THE BUDGET FOR FISCAL YEAR 2001

rity issues, they ar® manageable. Such risk
management reguires that we incorporate
security inte the architecture of each system,
promote security controls that support agency
business operations, and ensure that security
funding is built into life-cycle budgets for
information systems. Protecting Government
information systems is a key component of
the broader imperative to protect the Nation’s
critical infrastructure——namely such vital as-
sets as banking and finance, transportation,
energy, or water, whose incapacity would

have a debilitating effect on national security,
national economic security, or national public
heaith and safety. Each Federal agency has
the responsibility to protect its own critical
infrastructures and ensure its ability to pro-
vide essential services to the public. In addi.
tion, because most of the Nation’s critical
infrastructures are owned and operated by
the private sector, Government agencies must
follow the Y2K example in reaching out
to private industry to assist and encourage
sensible infrastructure protection efforts.

Protecting Personal Privacy

As information technology transforms cur Government and our economy, a growing challenge
is how to gain the benefits from the new technelogy while preserving one of our oldest val-
ues—privacy. In the online world, the Administration has encouraged self-regulatory efforts
by industry. For especially sensitive information-~such as medical, financial, and children’s
online records—legal protections are required. To coordinate privacy policy, the Administra-
ton d the pusition of Chief C lor for Privacy within OMB's Office of Information
and Regulatory Affairs.

This year has seen historic progress:

« In the online world, under steady prodding by the Administration, the portion of
commercial websites with privacy policies rose from 15 percent to over 65 percent
from 1998 to 1999, A public workshop last fall challenged industry to address con-
cerns about “online profiling,” in which companies collect data, in ways few people
would suspect, about individuals surfing the Internet.

When children go online, parents should give their consent before companies gather
personal information. Websites aimed at children must get such consent under the
Children’s Online Privacy Protection Act of 1598 and rules issued last year.

In new regulations, the Administration has emphasized its fuil support for the use of
strong encryption to provide privacy and security to law-abiding citizens in the dig-
ital age. Continuing programs to strengthen Government computer security also pro-
vide new privacy safeguards for personal information held by the Government.

Progress on privacy will continue:

+ For medical records, this year will see historic, final rules that will legally guarantee
key privacy protections: netice of data uses; consent before records are used for non-
medical purposes; patient access to records; proper security; and, effective enforce-
ment. The Administration will continue to support legislation that would include
broader scope and enforcement authority.

Fded

-

The financial modernization bill signed by the President in N ber 1999 i
important privacy protections. Notably, consumers will have an absolute right to
know if their financial institution intends to share or sell their personal financial
data, ss well as the right to block sh or sale ide the institution’s

family. Last year, the Administration will seek further protections for consumers in
financial information, including choice about sharing within a corporate family,

The Federal Government will continue to build privacy protections into its own ac-
tivities. Last vear, for i 21i Federal i Hy posted clear privacy
policies on their websites. This year, among other initiatives, the Administration
plans to make “privacy impact assessments” a regular part of the development of
new Government computer systems, -

.
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5. Strengihen Statistical Programs: The Gov-
ernment spends more than 33 billion each
year to produce statistical measures for deci-
sion makers in both the public and private
sectors. These data are used for everything
from monitoring the Nation’s progress in
the dynamic global economy, to spofting impor-
tant trends in public health, to projecting
the impact of future demographic shifts on
the Social Security System. In 1598, the
Administration: (1) actively supported House
passage of a bill to permit limited sharing
of confidential data among selected agencies
solely for statistical purposes; (2) significantly
enhanced FedStats (www.fedstats.gov) services;
and (3) published innovative inter-agency the-
matic reports, including America’s Children:
Key National Indicators of Well-Being and
Heaith, United States. The Administration

save money and get better results. In 1989,
15 agencies established and are using con-
tractor performance evaluation systems to
select high-performing contractors. In 2000,
all major agencies will have evaluation sys-
tems in place. Further, to obtain desired
performance and reduce cost overruns and
schedule slippages on the annual expenditure
of $70 billion for capital assets (e.g., buildings,
satellites, information technology), agencies
are implementing a rigorous capital program-
ming process. Finally, agencies are being
encouraged to use performance-based service
contracts which improve performance and
reduce price by describing desired outcomes
in measurable terms while leaving the “how”
to the contractors’ ingenuity.

7. Implement electronic Government initia-
tives: New information technologies can make

will now seek Senate § ge of the legisiation

for statistical data sharing, begin use of
the recently revised Standard Oceupational
Classification, publish a new thematic report
on statistics related to the aging pepulation,
and continue the phased implementation of
the American Community Survey to provide
comparable demographic, economic, and hous-
ing data for small geographic areas for use
in distributing nearly $200 billion anmnually.
In 2001, the Administration will work to
improve the measurement of income and
poverty; address key education, health, and
welfare data needs; and, strengthen measures
of capital equipment, services expenditures,
and E-business.

6. Implement acquisition reforms: The Fed-
eral Government is the Nation's largest buyer
of goods and services, purchasing roughly
$200 billion each year. In the past seven
years, the Congress and the Administration
have implemented numerous acquisition re~
forms to streamline the buying process and
maximize the Government's buying power.
For example, agencies are using credit cards
for small dollar purchases instead of proc-
essing paper purchase orders to save adminis-
trative expense and time. In 1999, the Govern-
ment met its goal of using credit cards
for 60 percent of all purchases below $2,500.
For 2000, the goal was increased to 80
percent, and all agencies are on track to
meet this goal. Agencies are also selecting
contractors based on past performance to

Gover t easier to use. In December 1999,
the President articulated a vision for electronic
Government. The Administration will pursue
three related strategies to increase access
to Government information, ensure privacy
and security, increase agency use of automa-
tion to transact services, and adopt cross-
cutting electronic Government initiatives.
First, citizens, businesses, and governments
need to trust that when they communicate
electronically as part of a Federal activity,
their messages will be safe from interference
and fraud. By December 2000, agencies will
issue at least 100,000 secure digital signatures
to individuals to emable them to exchange
information with the Government in a private
and tamper-proof manner. Second, the Federal
Government will develop a new clearinghouse
for Government information on the Web to
demonstrate how common standards can dra-
matically improve access to government infor-
mation at far less cost than current ap-
proaches. And third, agencies will create
new computer applications to allow citizens
to iransact more government services elec-
tronically, beginning with the 500 most com-
mon Government services and forms.

8. Better manage Federel financial portfolios:
The Federal Government currently under-
writes more than $1 trillion in loans, primarily
to students, homebuyers, and small busi-
nesses. The Government can better serve
these customers and at the same time protect
its interest in obtaining efficlent and timely
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repayment. At the end of 1998, $50 billion
of this Federal portfolio was delinquent—

an increase of $8 billon from 1987. However,

as the Department of the Treasury implements
its new statotory authorities under the Debt
Collection Improvement Act, collections are
beginning to increase. For example, in 1999,
Treasury collected $2 billion through “offsets”
of tax refunds and other payments--with
more than $1 billion representing delinquent
child support obligations, In addition, the
Department of Justice collected more than
$1 billion of delinquent debt through its
litigation program. In 2000, agencies should
increase collections and further reduce delin-
q ies by full impl ion of the Treas-
ury debt collection offset and cross-servicing
tools, by increasing loan sales for delinguent

debt, and by writing-off uncollectible debt. -

9. Align Federal human resources to support
agency goals: Recognizing that people are
critical to achjeving resulis Americans care
about, the Administration will undertake a
strategic approach to human resources man-
agement. First, the Office of Personnel Man-
agement (OPM) will help agencies strategically
assess their human resources to ensure a
quality Federal work force in the 21st Century.
Among other things, in 2000, OPM will
complete the design of a prototype work
force - planning model that will allow line
managers to analyze their current work force
and prepare “what-if” scenarios under a vari-
ety of recruitment, restructuring, or mission
change models. Second, OPM will work with
agencies t0 emsure labor-management initia-
tives to empower executives, line managers,
and especially employees to improve customer
service and get wission results. Third, OPM
will encourage agencies to make better use
of flexibilities in existing human resource
policies, systems, and available tools. OPM
will also submit legislative proposals, where
necessary, copsistent with these human re-
source managerment strategies.

10. Verify that the right person is getting
the right benefit: The Administration will
expand its focus on ensuring that administra-
tive and program payments are made correctly
and on time, The Government-wide strategy
is first apd foremost to make payments
correctly up-front and, secondly, to measure
the extent of improper payments through

the anpual financial and performance report-
ing process. The strategy also calls for strong
privacy and security protections in carrying

" out these goals. In 2000, OMB will issue

guidance to agencies to ensure that the
right person is getting the right benefit,
including, for example, principles for authen-
ticating identity, keeping address information
up-to-date, and verifving eligibility criteria.
The Administration will also assist Federal
agencies in estimating the extent of, and
addressing the underlying causes of, improper
payments. The Administration will work with
the Congress where legislation is needed
to provide agencies the ability to share infor-
mation within the framework of the Privacy
Act and Computer Security Act.

11. Stregmliine and simplify Federal grants
management: The Administration will work
to make it easier for State, local, and tribal
governments and nonprofit organizations to
apply for and, as recipients, report their
progress on Federal grants. The inter-agency
Electronic Grants Committee and their Fed-
eral Commons initiative will be central to
a Government-wide effort o use electronic
processing in the administration of agencies’
grant programs. OME and the agendes are
also working to develop common applications
and reporting systems for grant programs,
including consolidation of payment systems.
We will also identify statutory impediments
to grants simplification and encourage flexible
legislation, like the Workforce Investment
Act, which allows Federal agencies to stream-
line the delivery of grants.

12, Capitalize on Federal energy effiviency:
The Federal Government is the largest single
consumer of energy in the world. Every
year, the QGovernment spends more than
34 billion to heat, cool, and power 500,000
Federal buildings. With this distinction comes
the opportunity to save energy, save taxpayers
dollars, and protect the environment from
harmful greeshouse gases. Under the leader-
ship of this Administration, the agencies
have already cut their energy use 17 percent
from 1985 levels. In 1999, the President
issued E.O. 13123, (Greening the Government
through Energy Efficient Management, setting
tough new goals for epergy efficiency and
giving agencies the tools they need to achieve
those goals. In 2000, agencies will take
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steps to markedly improve energy efficiency
by maximizing use of contracting tools, such
as energy savings performance contracting;
purchasing energy efficient office products;
taking advantage of cost-effective renewable
technologies and power from clean (or “green”)
sources; and, using sustainable designs for
new Federal construction. By 2010, agencies
will cut energy use by 35 percent and
reduce greenh gas by 30 per-
cent—saving taxpayers over $750 million a
year.

Improving program implementation

13. Modernize student financial aid delivery:
The Higher Education Amendments of 1988
created the Government's first performance-
based organization in the Department of
Education’s Office of Student Financial Assist-
ance (OSFA} to significantly improve the
annual delivery of $50 billion in financial
assistance to nearly nine million students.
In 1999, the new results-oriented organization
hired a chief operating officer, assessed cus-
tomer needs, developed a systems moderniza-
tion blueprint, issued a five-year performance
plan, and reorganized the staff into three
service-oriented chanuels for students, schools
and {3 tal i It fully field
tested its application software with ten schools
and multiple Federal agencies in the first
phase of its pilot program. In 2000 and
2001, working with other agencies, schools,
students, and the commercial banking indus-
try, OSFA will focus on implementing critical
areas of the systems modernization plan,
completing the personnel reorganization, ex-
panding electronic access to benefits and
services, and simplifying data exchanges with
partners and customers,

14, Improve Department of Energy (DOE)
progrum and contract management: Because
more than 90 percent of DOE's budget is
spent through large, long-term management

tacts, geod acquisition planning and better
project management after contract award are
essential. For example, DOE contracts with
universities and other organizations to operate
and maintain facilities to clean up nuclear
material and waste sites, and with private
sector firms to design, build, and operate
treatment, storage, and disposal facilitfes.
The Administration is emphasizing more cost-

FETEERY

efficient, performance-based, fixed-price con-
tracts over reliance on cost reimbursement
contracts, which have few incentives for con~
tractors to adhere to cost, schedule, and
performance goals. In 1999, DOE increased
the number of contracts it competed and
added performance measures and incentives
to others. It also created a high-level project
meanagement office to track and review all
projects valued at $20 million or more; those
that cannot meet cost, schedule or performance
goals will be placed on a “Watch List”
to be monitored more closely by the Deputy
Secretary. In 2001, DOE will award 70
percent of its support service requirements
as performance based service contracis. By
2003, two-thirds of DOE's facility maintenance
contracts will have been awarded competi-
tively.

15, Strengthen the Health Care Financing
Administration’s (HCFA’s) management capac-
ity: HCFA faces the formidable challenge
to modernize and operate as a prudent pur-
chaser of health care in the fast.changing
health care marketplace, while also, and
perhaps most important, increasing account-
ability to its customers. The initiative has
five components: (1) management flexibilities
(e.g., evaluation of personnel needs and flexi-
bilities); (2} increased accountability to con-
stituencies (e.g., creation of an outside advi-
sory committee); (3) program flexibilities {e.g.,
new authorities and greater use of existing
authorities to pay for services ai market
rates, enter into selective contracts, and en-
gage in competitive bidding); (4) structural
reforms (e.g., reengineering relationship be-
tween HCFA's central and regional offices
and between HCFA and HHS) and, (8
contracting refurm (e - promot.xng competition
in Medicare ing, improving con-
tractor oversight). In 1999, HCFA established
a Management Advisory Committee, which
will include individuals with a wide range
of private sector, public sector, and academic
experience. The bipartisan commitiee will
begin meeting in 2000 to provide guidance
on ways to improve HCFA's management,
performance, and accountability. HCFA is
also in the process of assessing its current
and ideal workforce skills mix, and developing
and validating a long-term human resources
strategic plan. HCFA drafted and sent to
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Congress its coniracting reform legislative
propesal, which is designed to introduce com-

petition into the Medicare contracting environ-

ment and allow HCFA to select contractors
from a wider pool. The President’s 2001
Budget includes a new contractor oversight
initiative to ensure that contractors have
appropriate controls in place. Other areas
of focus for 2000 and 2001 include improving
communijcations and coordination between
HCFA central and regional offices and HHS,
and developing strategies for making better
use of HCFA’s vast data resources.

16. Implement Department of Housing and
Urban Development (HUD) reform: In the
mid-1990s, chronic problems at HUD led
some to consider abolishing the Depariment.
Congress, the General Accounting Office, and
private agencies criticized the ageney as unre-
sponsive, having too much red tape and
little accountability, and plagued with unreli-
able data and various systems that could
not communicate with one another. HUDs
comprehensive reforms, begun in June 1997,
are designed to realign agency operations
for results, including assuring that HUD-
subsidized tenants live in safe and well-
managed housing. To date, HUD has
downsized staff to 60 percent of 1980 levels,
and clarified the mission of each employee;
surveyed every public and HUJD-assisted mul-
tifamily project and advised owners of any
documented deficiencies; cleaned up much
of the data in existing management and
financial systems, integrating many of the
disparate systems where possible; and begun
to monitor subsidized tenants’ eligibility and
the correct amount of tenant rental payments
through cross checks with Scocial Security
and other data bases. By the end of 2001,
HUD will reduce the share of public and
assisted housing with severe physical defi-
clencies by 10 percentage points, reduce the
share of units managed by poorly performing
public housing agencies by five percentage
points, and will promptly complete most en-
forcement actions on troubled privately owned
subsidized housing within 120 days of referral.
HUD will begin surveying its customers (e.g.,
Mayors, local HUD partners, public housing
residents and other customers) to determine
how well HUD is doing and advise HUD
on where to improve. In 2000, HUD will

save $200 million in overpaymentis of HUD
rental and operating subsidies by cross check-
ing with Social Security and other data

“bases for tenant income levels which deter-

mine both eligibility and tenants’ rent levels.

17, Reform management of Indian trust
funds: The Department of the Interior (DOI)
is responsible for managing about %3 billion
of funds that the Federal Government holds
in trust for Indian tribes and individual
American Indians, as well as the underlying
land, timber, and mineral assets from which
these funds are derived. At the end of
1899, nearly all of the roughly 300,000 finan-
cial account jacket files managed by DOI
for individual Indians had been cleaned up
and 45 percent of these were successfully
converted to a commercial grade accounting
system. This effort is on track to meet
the goal of converting all remaining accounts
by May 2000. All Tribal accounts have been
managed in a commercial grade system since
1995, In June 1999, DOI began piloting
its Trust Asset and Accounting Management
System in Billings, Montana, which will pre-
vide DOI field staff with the tools needed
to properly manage tribal and individual
Indians’ land and natural resources. At this
pilot site, trust asset data has been converted
to the new systemn and the results are
being evaluated. The current goal is to convert
the remaining 213 sifes to the new commercial
system by December 2001. While initial suc-
cess in DOI's Indian Land Consclidation
pilot program wiil help sustain these manage-
ment improvements by easing the paperwork
burden of administering trust fund accounts,
enactment of legislation to make this consoli-
dation effort per t is vitally important.

18, Implement Federel Aviation Administra-
tion (FAA) mancgement reforms: The safety
of the flying public depends upon the FAA—
its air traffic controllers, safety and security
inspectors, and information technology. There
are three major management reform initiatives
which will help the FAA improve its use
of technology and prepare for future chal-
lenges: acquisition; financial; and, personnel
reform. With respect to acquisition reform,
FAA is in the process of implementing an
effective, systematic process for selecting, con-
trolling, and managing capital investments.
On the financial reform side, the FAA con-
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tinues fo implement phases of a cost-account-
ing system which, when fully utilized, will
provide information to both itself and its
users about the value of the FAA’s services
and allow the agency to operate more like
a business. Finally, the FAA continues to
evaluate the success of ifs personnel reform
efforts. In 2000, the FAA will link pay
scales to market rates and implement a
system which ties pay to the achievement
of individual and agency performance targets.
The agency will use its existing legislative
authority to create a performance-based orga-
nization for Air Traffic Control (ATC) services;
while the Administration calls upon Congress
to provide the additional authority it needs
to operate ATC as a business,

18. Implement IRS reforms: The IRS is
modernizing its technology and organizational
structure, in part as mandated by the IRS
Restructuring and Reform Act of 1998, in
order to ensure the fairness of tax administra-
tion and improve the IRS’s customer service,
productivity, and financial management. By
the end of 2001, the IRS will be restructured
around four major customer groups with
similar filing and compliance characteristics
(i.e., those with only wage and investment
i small bust and self employed,
large and mid-sized businesses, and tax ex-
empt and government entities). Over time,
this will enable the IRS to tailor staff
expertise, services, and enforcement tech-
niques to specific taxpayer groups. This will
be the meost significant restructuring of the
IRS’s organization and work practices since
1952, The IRS is also undertaking a technology
modernization program which is designed to
replace the IRS’s 1980s era core databases
with modern systems. This will enable signifi-
cant improvements in technology support to
customer service and compliance employees,
It will also prepare the IRS for the wholesale
transition to.electronic filing and data ex~
change. The IRS is also implementing a
series of initiatives to provide immediate
customer service improvements. For exampie,
it has expanded the hours when toll-free
assistance is offered, set up four local citizen
advocacy panels to ensure taxpayer input
to local IRS officials, offered new electromic
filing and payment options, and strengthened
its taxpayer advocate service (which gives

taxpayers an option outside of mormal IRS
processes to resolve difficult issues). Itg elec-
troni¢ filing system earned a 74 American

" Consumer Satisfaction Index (ACSI) score,

placing it above the average customer satisfac-
tion score for private sector services. During
2000, the IRS will build on these efforts
with new initiatives directed at improving
the responsiveness of customer service rep-
resentatives, expanding Spanish language toll-
free assistance, and enhancing outreach to
new small businesses to help them better
understand and meet their tax obligations.

20, Streamliine the Social Security Adminis-
tration’s (SSA’s) disability claims process: SSA .
is in the midst of a multi-year project to -
improve service delivery for the millions of
individuals filing for, or appealing decisions
on, claims for disability benefits. To increase
accuracy and consistency in decision-making,
the agency has provided all of its adjudicators
uniform training and instructions clarifying
complex policy areas, as well as instituting
an improved quality assurance process. SSA
is also testing a redesigned disability claims
process on a prototype basis im 10 States.
The new process will eliminate repetitive
steps and increase claimant interaction with
SSA at both the initial claim and hearing
levels. If the prototype proves successful at
providing claimants with the correct decision
earlier in the process, nationwide implementa-
tion will occur beginning in 2002. Finaily,
management improvements scheduled to be
fully implemented at the Office of Hearings
and Appeals in 2001 are expected to reduce
hearing processing times from an average
of 316 days in 1999 to 208 days in 2002.
The combined effect of all of these changes
will be to improve the accuracy of initial
decisions and provide a quicker and more
user-friendly process for those claimants who
pursue appeals.

21. Revolutionize DOD business effairs: Fol-
lowing the end of the Cold War, the United
States began a major reduction in military
forces, DOD’s cuts in infrastructure costs,
however, have not kept pace. To make further
cuts, DOD plans to change the way it does
business. The 1997 Defense Reform Initiative
provided a strategic blueprint of how te
adopt better business processes, pursue com-
mercial alternatives, consolidate redundant
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functions, and streamline organizations. Since
the Defense Reform Initiative report, signifi-
cant effort and progress has been made.
Exampies include:

¢ Competition forces organizations to im-
prove quality, reduce costs, and focus on
customers’ needs. DOD employees perform
many commmercial activities which could
benefit from competitive bidding. DOD ex-
pects its competitive sourcing process will
save approximately $11.2 billion from
1997 to 2005, These savings are reallo-
cated to other defense priorities, including
force modernization throughout the
2001~2005 period.

The vast majority of official purchases are
made with a special credit card-—rather
than wasting time and money writing 2
paper contract. From just less than
800,000 purchases made with the pur-
chase card in 1994 to 7.5 million during
1998, the card truly has become the pre-
ferred method of obtaining goods and serv-
ices costing less than $2,500.

Today, paper is still part of DOD’s busi-
ness systems and culture. The Depart-
ment’s goal is to make all contracting (ie.,
weapons systems, spare parts, and instal-
lation level maintenance) paperless by
2001. Sixty-seven percent of the Depart-
meni’s tramsactions are  currently
paperless and the Department is well on
its way to achieving its goal of 90 percent
in the year 2000,

In 1991, DOD was operating 324 separate
finance and accounting systems. Through
the summer of 1999, that number dropped
to 102 systems; a 69-percent decrease. By
2003, the Department expects to reduce
the number of systems to 82, representing
the largest financial system overhaul ever
undertaken by DOD.

.

22. Manage risks in building the Inter-
national Space Station: The United States
has the lead role in building the International
Space Station, one of the most complex
international projects ever undertaken in
peacetime. The recent trend of annual budget
growth has been curbed in the 2001 budget—
a major success—but NASA must continue
to manage the risks of completing assembly

and reduce the potential for future cost
growth. In 1999, the first elements of the
Space Station had a year of successful in-

" orbit operation, and the program made good

progress, albeit slower than plaoned, in pre-
paring many other key elements for launch.
The year 2000 is critical for the Space
Station—with plans for the beginning of per-
manent human presence in space, and the
initiation of research aboard the orbiting
laboratory. The program alse continues the
transition from develop t activities to or-
bital operations and research. The program
will control cost growth by balancing require-
ments within available resources, and will
continue to address cost and schedule perform-
ance problems in its key contracts, strengthen
contract management and cost controls, and
further reduce risks from potential Russian
shortfalls,

23. Improve security and management of
overseas presence: Since the end of the Cold
War, the world's political, economic, and
technological landscape has changed dramati-
cally, but ocur country’s overseas presence
has not adequately adjusted to this new
reality. Thirty Federal agencies now operate
internationally, yet the condition of U.S.
posts and missions abroad is unacceptable.
In 1999, in the aftermath of the African
embassy bombings, the Administration formed
the Overseas Presence Advisory Panel to
consider the future of our Nation's overseas
representation, to appraise its condition, and
to develop recommendations on how best
to organize and manage our overseas posts.
In 2000, the Administration will be working
to ensure the thorough review and implemen-
tation, as appropriate, of the Panel's rec-
ommendations, including an examination of
the U.8. Government’s overseas needs and
the current structure of financing and manage-
ment for overseas facilities. We will also
assess the need for additional security en-
hancements, including physical security up-
grades, sound capital planning for the con-
struction of new diplomatic and consular
facilities, and begin to move toward a common
information technology platform for all of
our agencies abroad.

24, Reengineer the naturclization process
and reduce the citizenship application backlog:
Immigration and Naturalization Service {INS)
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is reengineering the naturalization process
to streamline and automate operations, while

simultaneously reducing a backlog of more .

than 1.8 million applications for citizenship.
In 1999, INS reduced the backlog by more
than 500,000 applications and the average
processing time between application and natu-
ralization of qualified candidates has been
reduced from 27 months in 1998 to 12
months in 1999. The goal is to reduce
processing time to six months by the end
of 2000.

Using Inter-Agency Groups to Get the Job
Done

To achieve the Administration’s goal of
making fundamental change in the operations
of Government, inter-agency groups have been
used extensively to lead crosscutting efforts.
These groups draw together operational, finan-
cial, procurement, integrity, labor-reiations,
and systems technology experts from across
the Government. The groups establish Govern-
ment-wide goals in their areas of expertise,
and they marshal the resources within indi-
vidual agencies to meet these goals, Several
of these groups were formed for the first
time by this Administration, including the
National Partnership for Reinventing Govern-
ment, the President’s M Council,
and the National Partnership Council (see
Table 31-3).

The National Partnership for Reinventing
Government (NPR): President Clinton created
the NPR in March 1993 to create a Govern-
ment that works better, costs less, and gets
results Americans care about. He asked Vice
President Gore to lead this inter-agency task
force. In 2000, NPR will continue its work
to make agencies that have the most contact
with the public to be more performance-
based, results-oriented, and customer-driven.
In doing this, NPR will partner with agencies
to achieve the following outcomes:

¢ Customer satisfaction with Federal serv-
ices equal to or better than the business
services sector, as measured by the ACSL

» An infrastructure to enable Americans to
have access to all Government information
and be able to conduct all major service
transactions on line by 2003.

NPR will also work with local and State
governments and the private sector to:

» achieve dramatic reductions in gun vie-
lence;

» help States achieve their goals of universal
heaith insurance for children; and,

+ provide all Americans a seamless learning
and employment system to get the job
skills they need to be successful in the
21st Century.

More information on NPR is available at
its website, www.npr.gov.

The President’s Management Council (PMC): .
The PMC consists of the Chief Operating
Officers of all Federal departments and the
largest agencies. The PMC provides leadership
for the most important Government-wide re-
forms. Council priorities include: supporting
labor-management  partnerships; leading
GPRA implementation; identifying criteria and
recommending methods for agency restruc-
turing; supporting electronic commerce and
performance-based contracting; facilitating de-
velopment of customer service standards; and,
improving Federal energy efficiency.

The National Partnership Council (NPC):
President Clinton established the NPC in
October 1993 to enlist the Federal laber
unions as allies to reinvention and to shift
Federal labor relations from adversarial litiga-
tion to cooperative problem solving. Members
of the NPC include: representatives of Federal
employee unions and Federal managers and
supervisors; the Federal Mediation and Concil-
iation Service; the Federal Labor Relations
Authority; the Office of Personnel Manage-
ment; OMB; DOD; and the Department of
Labor. In 1999, the Council continued to
sponsor training conferences aimed at helping
unions and agencies build the skills they
need to establish effective and successfal
partnerships. The Council also sponsored a
major research project involving eight Federal
agencies to study the connection between
labor-management partnership and bottom-
line improvements in agency performance.
in 2001, the Council will continue to build
on the findings of its research project and,
through its training programs, focus on strate-
gies that will both stimulate best practices
and overcome barriers o partpership. More
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information, ¢n the NPC can be found on

its website, www.opm.gov/npe.

Table 31-3. Major Inter-Agency Groups

Council Names/Membership

Recent Activities/Future Prierities

Chief Financial Officers (CFO)
* Council: The CFOs and Deputy
CFOs of the 24 largest Federal
agencies and sendor officials from
OMB and Treasury. The Councd

Significant accomplishments inelude: a steady incresse in the
number of CFO Act agencies receiving clean opinions on their fi-

ial stat timely i of the Gov ~wide an-
dited financial statements for the second year in a row; the es-
tabhshment of a Program Management Office under the Joint

h k its C

es such issues as financial state-
ments and standards; financial
systems; grants; human re-
sources; debt management; and
entrepreneurial Government.
Attp:! fwww.financenet.gov

t Improvement Program to develop finan-
cxal systems requir and testing vehicles; and the develop
ment of qualification and classification standards for certain
Federal financial positions based on core competencies and, the

pletion of a comprehensive review of the Franchise Fund
piiot program.

In 2000 and beyond, the Council intends to build on these ac-
complishments, continuing to seek clean audxt opinions on agen-
cy, department and G tewide f 1 stat tg; i
pr ts in ity and profici of i ial t
systems; and improverent in professional education and devel~
opment of the Federal financial workforce. The Council also will
support Administration efforts to seek permanence for the Fran-
chise Fund pilot program.

Chief Information Officers
{CI10) Council: The ClOs and
Deputy CIOs for 28 major Fed«
eral agencies, two CIOs from
small Federal agencies, genior of-
ficials from OMB and representa-
tives from two information tech.
nolegy beards. The CIO Council
develops recornmendations for in-
formatior: technology manage-
ment policy, procedures, .and
standards; identifies opportuni.
ties to share information re-
sources: and assesses the Federal
Government’s needs for an infor-
mation technology werk force.
http:{ Icio.gov

In 1999, Council accomplishments included the successful transi-
tion of Federal systems to year 2000; improved capital planning
capabilities; efforts to further enterpnse mtempmbxhty; pilots
to implement work force core p and, i d secu-
rity awareness.

In 2000, the Council intends to build on its progress promotmg
infrastructure to provide access sol and
explore opportunities for increased interaction and outreach with
the worldwide IT community to disseminate and share informa-
tion; suppert service delivery by working on security and privacy
approaches that advance appropriate information access, ex-
changes, and protection, and support electronic commerce; de-

velop and jmpl str for recrui ion, and
of IT pr ionals; and, promm:e tha effective inte-
of IT i with and proc-

esses.
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Table 81-3. Major Inter-Agency Groups—Continued

Council Names/Membpership

Recent Activities/Future Priorities

President's Council on Integrity
and Efficiency (PCIE): The
Presidentially appointed Inspec-
tors General (IGs), senior officials
from OMB, and other key integ-
rity officials,

Executive Council on Integrity
and Efficiency (ECIE): The 30
IGs appointed by agency heads,
GMB, and other key integrity of
ficials. hitp:/ www.ignet.gov

1599 accomplishments include: identification of billions of dollars
of Federal funds that could be reallocated to better use by Gov-
ernment managers; invesiigations resulting in successful pros-

3 of th ds of wr investigative and civil re-
coveries of more than $1 billion; and, disqualification of thou-
sands of unscrupulous businesses or individuals from receiving
Government rconiracts or participating in Government programs.
The IG's also collaborated on efforts to address emerging issues

with systems security, to enh fi ial it prage
tices to enable clean opinions of audited agency financial state-
ments, to continue to foster GPRA principles, bring to 1

completion intensive year 2000 activities, and to strengthen and’
enhance inter-agency training academies for auditors and crimi-
nal investigators.

Priorities for 2000 include developing a strategic plan to focus
the Council's efforts on major crosscutting issues to better lever-
age IG resources across the Government.

Electronic Processes Initiatives
Committee (EPIC): Senior pol-
icy officials from DOD, GSA,
Treasury and OMB. EPIC: role
is to further the use of electronic
technologies and processes within
Government tc improve service
delivery and program efficiency.
http:! | policyworks.goviorg!
mainimelepic/

In 1999, EPIC helped implement the Government's strategic
plan for electronic purchasing and payment. EPIC sponsored
user groups to help resolve challenges in the implementation of
the Goverrnment's SmartPay purchase and travel card program.
EPIC also continued the development of a card-based approach
for pr ing intra-gover I payments at lower cost.

In 2000, EPIC will i to itor impl ion of the
Access America for Students initiative, which provides a one-
stop shopping and information site for student loans, EPIC will
also sponsor an effort to expand use of the Government’s Central
Contractor Registration, through which vendors can, in one
place, register payment information and other data necessary to
do business with the Federal Government.

Federal Credit Policy Working
Group (FCPWG): Representa-
tives from the major credit and
debt collection agencies and
OMB. The FCPWG provides ad-
vice and assistance to OMB,
Treasury, and Justice in formm-
lating and implementing Govern-
ment-wide credit policy.
http:/ fwww.financenet.govf
financenet/fed/feowg

In 1989, the FCPWG completed revisions to Government-wide
policies to implement the Debt Collection Improvement Act, ins
cluding a revision to Federal program write-off policy. With the
support of the FCPWG, SBA completed its first loan asset sale
program and HUD began centralizing its sale program. The GSA
portfolio management schedule awarded over 50 contracts for
work in asset valuation, due diligence, and loan sales.

In 2000, the FCPWG will focus on Internet applications to im-
prove custemer access and modernize program financial systems,
continue to build a government-wide loan asset sales program,
and monitor the implementation of the Debt Collection Improves
ment Act, in particular referral of debt more than 180 days past
due to the Treasury Department for collection.
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Table 31-3. Major Inter-Agency Groups—Continued
Council Names/Membership Recent Activities/Future Priorities

Procurement Executives Coun-
cil (PEC): Senior procurement
executives from major Federal
agencies and senior OMB offi-
cials. The PEC serves as a forum
to improve Federal acquisition by
leveraging procurement influence
and knowiedge.

In 1999, specific accomplishments include: establishing a Gov-
ernment-wide Acquisition Intern Program; developing an inven-
tory of desired skills and attributes of contracting professionals;
and, developing draft guides for rotational assignments of con-
tracting officers to industry organizations.

By 2001, the PEC intends to improve the intern program; use
the inventory of contracting officer skills and the rotational as-
signment guides to improve training; establish a set of agency
acquisition system performance measures; improve small busi-
ness procedures; and develop a single point on the Web- that
makes Government solicitations freely available to any ‘inter-
ested entity.

Inter-agency Alternative Dis-
pute Resolution Working
Group (ADR): The Attorney
General, representatives of the
heads of all Cabinet Depart-
ments, and others with signifi-
cant interest in Federal dispute
resolution. President Clinton es-
tablished the ADR Working
Group in May 1998 to assist Gov-
ernment agencies in making
greater use of consensual meth-
ods for resolving disputes, includ-
ing mediation, neutral evalua-
tion, arbitration, and other proc-
esses.
http:/ /www.financenet.gov/
financenet/fed/iadrwg

In 1999, the Working Group conducted more than 50 Govern-
ment-wide training sessions, meetings, and colloquia to promote
and encourage the use of ADR in agencies.

In 2000, the ADR Working Group will produce a detailed report
on agency stories, 1 learned, best practi and
recommendations, and it will continue to mentor agencies in the
development of ADR programs.

Joint Financiali Management
Improvement Program
(JFMIP): A joint effort of GAO,
OMB, Treasury, and OPM, with a
rotating representative from an-
other agency. JFMIP was estab-
lished 50 years ago to encourage
and promote government-wide
sharing and exchange of informa-
tion concerning good financial

t - techni and

practices.
http:/ /www.financenet.gov.
financenet/fed/jfmip/

In 1999, JFMIP published financial system requirements for
Core Financial Management, Human Resources and Payroll, Di-
rect Loans, and Travel, and prepared drafts for Seized Property
and Forfeited Assets, Guaranieed Loans, Grants, and Property;
established a testing and certification process for commercial off-
the-shelf (COTS) software supporting core financial management
functions; established a website that supports the testing proc-

, ess, including system requir the test, and information on
tested and certified qualified COTS software; and issued guid-
ance on core comp ies in fi ial ma 14

2000 priorities are to: prepare financial system requirement pub-
lications for financial management systems where publications
do not exist or are outdated; continue testing COTS software
supporting core financial management functions; offer testing for
Federal agency systems that are used to provide core financial
servicing for other agencies; incorporate new requirements in
the core financial management software test; and share informa-
tion on financial management systems and best practices
through the web-based knowledge base.
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Table 31-3. Major Inter-Ageney Groups—Continued

Council Names/Membership

. Recent Activities/Future Prierities

Small Agency Council (SAC):
Principal management officials
from 81 agencies with less than
5,000 FTE, The group was char-
tered to improve management ef-
fectiveness through education, ex-
chacge of information, seif-help,
and cooperation.

http:/ | www.sae.gov

It speaks for the member agencies on a variety of issues and
proposals with OMB, OPM, and GSA. It snnusily spensors a
comprehensive training program open to all member agencies,
covering matters of current interest, such as Y2K, preparing an-
nual periormance reports, and alternative dispute resolution. in
1999 more than 1,500 attended these sessions.

Human Resources Technology
Council (HRTC.) Under the
sponsorship of OPM, the HRTC
consists of human resources, in-
formation technology and Federal
& P o The
HRTC operates as a guiding body
on government-wide information
technology issues affecting per-
sonnel and payroll matters,

http:! {wwu.opm.govf hric

In 1999, projects completed include an Official Personnel Folder
Data Dictionary, and a Government-wide Human Resources In-
formation Study (now formalized as a JFMIP Financial Systems
Standard).

In 2000 the HRTC will lead an effort to design and develop a
Human Resources Data Network, recommended in the study
noted above, which will facilitate the movement, storage and re-
trieval of HR data on employees, and will eliminate any future
need for paper-based official personnel records.
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Mr. HORN. Thank you very much for that statement.

Mr. Turner and I will be alternating on questions. Each of us
will take 10 minutes.

So let me start in with the general management questions.

What percentage of the Office of Management and Budget’s staff
of 518 is devoted full-time to governmentwide management issues?

Mr. LEwW. The exact number of employees is in the 80’s; 89 full-
time employees are devoted to management issues.

Mr. HORN. Could you tell me where they are put around? Are
you counting OIRA and other groups like that?

Mr. LEW. I am counting the statutory offices, in particular.

I think that the difficulty of answering a question like that has
a lot to do with the integration between the budget and the man-
agement functions. If you look at a division like our General Gov-
ernment Division, where we have program examiners, who are con-
sidered on the budget side. They are not full-time management, but
if you look at the responsibilities they have, they include working
with GSA on real property policy. They include working with our
Health and Human Resources Division. They involve working with
the Office of Personnel Management on governmentwide personnel
policy.

I think I would answer the question very differently if you asked
me what percentage of OMB’s staff efforts are put into manage-
ment issues. I don’t know that I would have an exact answer, but
it is a much, much higher percentage. And the desk officer system
gives us the ability to integrate the full-time management positions
in a way that I don’t think was possible before OMB 2000, when
there was a much, much harder wall between the two functions.

And I think we have made progress in bringing the wall down
and having virtually all of OMB’s 518 employees think about man-
agement in the course of everything that they do.

Mr. HORN. What are the two major management examples that
are a plus for the administration and the Office of Management
and Budget over the last year? What would you say are your major
two management successes?

Mr. LEwW. I know this is going to be contrary to your own opening
remarks, but I think you have to start with Y2K. Managing the
Y2K problem was probably the single largest management chal-
lenge the Federal Government has had in modern times. The rela-
tionship that we at OMB had with John Koskinen, who coordinated
the effort on behalf of the President and the White House, was
unique. John is a former Deputy Director for Management and he
understood all the levers that OMB has, all the talent and ability
that OMB had in this area. And it was full cooperation where we
put the full resources of the Federal Government to work to tackle
the task.

Whether it should have begun a month or a year earlier is some-
thing we could have a long discussion about. I think we have re-
sponded well as the need to respond became apparent. But there
is no doubt that we succeeded. We accomplished what people
thought was an impossible task.

Mr. HoORN. You did not succeed until we got John in there. And
of course, this committee started in April 1996. Nothing much was
happening. John was there as Deputy Director for Management.
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Nothing was happening. Then he retired. Then he was brought out
of retirement. The President made an excellent choice when he
brought him out of retirement. But he wasn’t doing that job which
he should have been doing if that is a major management task—
and I agree that it is.

Here is Social Security, out in 1989, doing it. And nobody is pull-
ing in everybody and saying, “Look, Social Security says this is a
problem. How about your affairs? Isn’t that a problem for you?”
Nothing was happening.

Mr. LEw. I think the characterization that nothing was happen-
ing is a bit unfair. I think there were a lot of things happening,
but I won’t contest that it wasn’t as much of an effort as we ulti-
mately put in.

I think if you look at public and private response, we were re-
sponding in a way that was similar to the private sector. When we
realized the problem was much larger, we put more resources into
it. The decision for John to come back is one that we encouraged.
We understood there was a need to do this in a way that was dif-
ferent from the way that normal management challenges were
done. And I don’t think it could have been done without the very,
very significant devotion of resources at OMB.

Let me give you an example.

The funds that Congress provided for the Government to deal
with the Y2K problem were provided in a fund that the President
could disburse based on advice from the Office of Management and
Budget. I don’t think there is another entity in Government that
could have worked with every agency in Government to effectively
allocate limited resources.

I can tell you that the demands for resources at the initial mo-
ments when that money was made available far exceeded what we
could have used the money for, and wouldn’t have solved the prob-
lem. We worked the way we can at OMB, agency by agency, sepa-
rating out what are desires for more funds generally from what are
desires for funds to deal with Y2K, and coordinating the effort in
the way we did.

So I think it was a model of partnership. I applaud you for the
efforts you have made in this area. I don’t think this is an area
where there is really a lot of conflict between us. The only thing
I am contesting is that we did nothing before. I think that as the
problem grew, our efforts grew.

Mr. HoOrN. Well, when your predecessor took command down
there, I suggested to him that we not waste time on budget years,
we reprogram existing money. He agreed with that and did it.

Mrs. Maloney was then ranking member. She and I were sending
quarterly surveys to the cabinet. We started with the cabinet. Two
had never heard of the operation, and that was the Secretary of
Transportation and the Secretary of Energy. I was sort of amazed.
Then he said they would be glad to do that, and you did a fine job
on getting the quarterly report.

My problem was with 10 years gone by. We wrote the President
and said that he needed a coordinator of this effort. And as I said,
he made a very fine choice, but it took forever to do it. I call it the
“Perils of Pauline,” strapped to the tracks and the train is coming.
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And somehow she escapes for the next Saturday movie. We were
very fortunate.

But even when John was picked, he didn’t take office until April
1998. So a lot of time had been lost. And while we muddled
through, as the British say—and we are fortunate in that—what
else was going on at OMB besides Y2K, if you say something was
going on there?

Mr. LEW. During the period we were dealing with Y2K, we had
also been working in procurement policy, and information tech-
nology generally. My predecessor worked very hard to try to take
the Clinger-Cohen Act and to turn it into a tool that the Govern-
ment would use. Since the act passed, we have used what we now
call the Raines Rule to try and get the agency to focus on long-term
information technology investment in an orderly way so that we
won’t have a repeat of the problems that we had seen before.

It is not an easy thing. Agencies had difficulty with major infor-
mation technology procurement. There were many, many experi-
ences where agencies bought systems that were incomplete, where
they couldn’t finish the systems on budget, where they didn’t have
the ability to do what they needed when the systems were done.
I think we are doing much better.

Just in recent weeks, we have extended the same kind of ap-
proach that we have been using on procurement to security. We
sent out guidance to the agencies just a few weeks ago to try and
have the same kind of central focus. I think it is really a very good
example of how the budgetary and management functions reinforce
each other.

The time of year I have the most leverage to look at the Clinger-
Cohen Act and make it stick is when agencies are asking for money
for their computer system. If I say that I am not going to rec-
ommend it to the President if they haven’t complied with Clinger-
Cohen and the Raines’ Rule, they can’t go forward. It is very dif-
ficult to make an appeal for your computer system.

And we have gotten the agencies to understand that this is not
a passing interest. It is part of the way we budget and part of the
way we approach management. It is far from a job completed. And
it is nothing that anybody will ever complete. Given the nature of
the technology, it is always changing.

Mr. HoOgRN. I am delighted that you are doing that survey. We
have asked the Comptroller General to do a survey of all the execu-
tive branch hardware and software because we certainly learned
our lesson through Y2K. I am glad you are taking advantage of the
data that were put together. We will be glad to work with you, just
as we were on the Y2K. Two Speakers of the House said, “Give
them every dime they want on Y2K.” So you did not have any prob-
lem up here on money. We gave it to you.

Mr. LEw. Well, it took us quite a while to get the supplemental,
if you recall. We were very worried when it was pending, but we
did get it in the end, and we did it.

Mr. HORN. You got every dime.

Mr. LEW. In the interest of:

Mr. HORN. We can’t do what the other body does, and we won’t
even mention that.
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Mr. LEwW. But in the spirit of GPRA, though, I would hope that
we would look at the results of Y2K, which was a real success. And
the success wasn’t an accident. It was the result of hard work here,
hard work by OMB, and hard work by all the agencies. I think we
should be proud of it.

Mr. HORN. Is it correct that you haven’t got similar reporting for
computer security issues? What is OMB doing there?

Mr. LEwW. In the guidance we put out, we tried to set up what
will be a new kind of reporting on computer security issues. We are
using the work that we did in terms of Y2K, identifying the critical
missions and working through in priority order.

The question of computer security is a very complicated one.
There are competing goods that we have to balance. In the guid-
ance, we tried to take appropriate concern for both keeping on a
path toward becoming part of the electronic commerce, electronic
government, and protecting privacy interests.

And one of the things that was striking to me in putting that
guidance together is that the solution is as much low-tech as it is
high-tech. It is changing the culture of the system where people
leave their computers on at night, they don’t log off.

It’s not all a question of technology. Some of it is a question of
just changing our practices. I think we have to deal with the fact
that the threat to computer security involves people who are at the
cutting edge who are always going to try to stay a step ahead of
us. We can’t think of this as a problem to solve today or tomorrow.
We have to get involved in a process where we are always vigilant
for what the threat is and how to stay a step ahead of those who
would threaten computer security.

Mr. HORN. My time has expired. I am going to yield 10 minutes
to the ranking member, Mr. Turner of Texas. We might get back
to computer security if he does not pursue that.

Mr. Turner.

Mr. TURNER. Thank you, Mr. Chairman.

Mr. Lew, I want to followup on some of the things the chairman
got into.

But first of all, I want to ask you to describe for me what the
Office of Information and Regulatory Affairs does.

Mr. LEw. They do a number of things, Congressman Turner.
Regulations that agencies are promulgating are cleared by the Of-
fice of Information and Regulatory Affairs. Major rules go through
a cost-benefit analysis. To the extent that agencies have concerns
across jurisdictional lines, OIRA provides a mechanism for coordi-
nating conflicting views. And that is one of the major responsibil-
ities.

Another major responsibility is working with agencies on their
information technology management. A third is the Paperwork Re-
duction Act where OIRA works with the agencies approving new
paperwork requirements. Actually one of the things we are about
to do is to undertake an interagency effort to see what we can do
to further reduce paperwork requirements.

So there really are quite a wide range of responsibilities at
OIRA. It is a very heavily worked division.

Mr. TURNER. Your answer made my point.
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I am very interested in the issue of trying to develop greater ex-
pertise and a more aggressive approach to implementing e-govern-
ment. I am of the view that we are falling behind the private sec-
tor. It is a very rapidly evolving field and Government generally
walks and the private sector is now running. We have to figure out
how to run as well.

Your discussion with Mr. Horn was relevant on this point, and
that is your high regard for the efforts OMB made in cooperation
with Mr. Koskinen, who is properly viewed as the Y2K czar. I
think his official title was special assistant to the President.

I am currently working to try to get the staff of our committee
and Mr. Horn on the same page, to come up with some kind of pro-
posal that will place the John Koskinen-type model within a con-
text of information technology and the emphasis on e-government.
I am convinced that unless we take this kind of very direct ap-
proach and create this kind of emphasis, that the Federal Govern-
ment is going to continue to lag behind in the development of e-
government.

We have some issues that I am sure you and the OMB have
some opinions to share with us on. I want to be sure that we have
a chance here to air those out because I know when we talk about
creating an information technology czar or an e-government special
assistant to the President that we begin to step on toes and have
turf battles.

But if it be true that the John Koskinen model worked to solve
the Y2K problem, I think that type of model could also work to
bring a greater emphasis in the Federal Government toward imple-
menting e-government.

One of the things that I wanted to explore a little bit with you
was to get you to at least review the things that are currently
being done to implement e-government. In answer to one of Mr.
Horn’s questions, you made mention of the fact that in the area of
information technology we have taken steps to work with the agen-
cies to improve procurement of hardware and software.

That really was the beginning point, as I noted it as a former
member of the Texas Legislature and every State around the coun-
try, to try to create some central agency to assist the various agen-
cies of State government—and now the Federal Government,
through your work—to make sure we are buying the right equip-
ment, we are not throwing away money, and making the wrong
purchases.

Now, through the efforts of Mr. Horn, we have placed an empha-
sis in this committee on the issue of computer security, which prob-
ably ought to be described not only as computer security, but Inter-
net security. It is a very troublesome problem, both in the public
and private sector.

I am of the view that both procurement issues and security
issues fit within the broader context of this issue of e-government,
emphasis on information technology, and that if we had one per-
son—a John Koskinen-type person—who could take information
technology issues, computer security, procurement and place it in
one office, have some cooperative working relationship between
that individual, who would be directly accountable to the President,
who had a good working relationship with OMB so we don’t have
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a turf battle over this, that we could perhaps get emphasis on in-
formation technology that is needed to put the Federal Government
into the 21st century.

I am open to your suggestions, but perhaps the beginning point
is to have you review what we are doing currently.

Mr. LEw. Thank you, Congressman.

Let me begin by just a general observation, and then some spe-
cific observations on what we are doing, and perhaps some
thoughts about a separate office versus an OMB role.

At the conference the President had the other day on the new
economy, one of the executives of a high-tech company said that we
are probably, as a broad economy, not even 10 percent into the ulti-
mate potential of e-commerce. I don’t know if that is right or
wrong, but if it is the right order of magnitude, I don’t know that
we are very far behind as a Government.

There is certainly a lot that can be done in the private sector and
the public sector, but we are really accomplishing quite a lot. If you
look at the number of people who will file their tax returns elec-
tronically, the number of people who will be able to fill out their
census forms electronically, the number of people who were able to
follow various NASA missions on-line, these are just a few of the
many, many examples of the Federal Government being a real
presence in terms of e-commerce.

I would not suggest that we are half-way down the road yet, but
I think it is a very good beginning.

One of the things that we worked on before people were talking
a lot about e-commerce was electronic benefit transfer, which is
connected. It has a lot of potential in terms of e-commerce.

I would note that our efforts on that were a result of coordination
between John Koskinen, when he was Deputy Director for Manage-
ment, and one of our program associate directors, Ken Apfel, who
was at our Human Resources Division. I think there was a kind of
synergy in the way they worked that overcame many, many hur-
dles, which could have been used as reasons to doom moving into
electronic benefit transfer. It took years of work to get through the
hurdles, and I don’t think it could have been done without that
kind of coordinated effort.

The observation I was making earlier about the relationship we
had with John Koskinen when he was working with the Y2K proc-
ess and his own experience with OMB, I cannot overemphasize it.
John was unique in that as a former Deputy Director for Manage-
ment he had an understanding of how OMB could be effectively
used as part of the process. I think if somebody had come in with
expertise in information technology, but without John’s familiarity
with the different levers and tools, it would have been much more
difficult, if not impossible, to be as effective as he was.

I think that is suggestive of the importance of having the OMB
fu{lctions in this area remain strong, and remain real leadership
roles.

I think the Deputy Director for Management at OMB is an offi-
cial at a very senior level who reports to the President. We have
been frustrated over the last 2%2 years because we haven’t had a
confirmed Deputy Director for Management, but that is a separate
issue. I think one can expect the Deputy Director for Management
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to have a leadership role in this area, working with the head of
OIRA, who is a confirmed official, and coordinating with the agen-
cies.

I am afraid that if you were to split the function off and have
a kind of permanent, independent Chief Information Officer, you
would have to buildup resources to support that effort that would
mirror the resources we have in the Office of Management and
Budget if they were going to be effective. And the right answer is
to figure out how to continue to use the authority and the leader-
ship responsibilities at the Office of Management and Budget to
play a lead role in this area.

I would argue that the efforts we have made over the last 4 years
to improve the procurement processes could not be made outside
the budget process. I don’t believe agencies would do things dif-
ferently today than they did 5 years ago if it wasn’t a part of the
budget process.

On the other hand, the person sitting at the table in our direc-
tor’s review answering questions was a person who worked full-
time in the area of information issues who was a senior official at
OMB. There is a synergy there that can work.

I would say that we have many goals still to achieve in this area.
And I think that we look at the future as one with enormous oppor-
tunities, but we do have to balance concerns, like the privacy con-
cern I mentioned and others. We have to be connected, but we have
to protect people’s rights as well.

Mr. TURNER. I think we both understand that in Government
things occur, and action is usually taken when somebody says
there is a crisis. Of course, the Y2K crisis generated a lot of inter-
est, the right person was chosen for the job, and the relationship
that OMB had with him was an excellent one.

The concerns you just raised about placing someone in a high-
profile position, someone of the type personality of Mr. Koskinen
who had the credibility of Mr. Koskinen, to move forward on infor-
mation technology. I think the objections you just raised to putting
someone into that type of role could have been made by you and
the OMB when it was initially suggested that there was going to
be a special assistant to the President for Y2K.

So what I am looking for is an understanding of why the John
Koskinen-OMB relationship worked so that I can best figure out
how to structure a relationship between a special assistant to the
President on information technology—whatever you want to call
him—that might be a little bit more friendly title to OMB than a
Federal CIO—but whatever the title, the point is that the emphasis
that was placed on Y2K was part of the reason we were successful.
So I am looking for a way to highlight the importance of the Fed-
eral Government moving aggressively in the area of information
technology.

That is the ultimate goal I have. And I think Government, by na-
ture, is going to function more effectively in areas where we can
figure out how to structure something to give it the emphasis that
we want it to have, to make people pay attention—both within and
without government—to get the kind of support we need to move
forward. That is what I am looking for.
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Mr. LEw. Congressman Turner, if you look at the process we
went through in terms of setting up the office that John headed,
it was not at all random that the President sought John to come
back to do this. John brought the experience from OMB as well as
the experience he had in the private sector in terms of crisis man-
agement. He really brought a unique set of skills and was just a
tremendous person to work with, when he was Deputy Director and
when he was the Y2K czar.

I think it is difficult to generalize from that experience a kind of
formal approach that says, therefore there needs to be an inde-
pendent person. Regardless of the title. I agree with you that titles
can often make the discussions more difficult to think through.

If you’re talking about long-term Government procurement of in-
formation technology, management of information systems, and the
security of systems, I don’t believe it can be separated from the
broader question of agency management and agency budgeting. I
think it has to be integrated.

I don’t disagree with you that it’s something that my successors
will have to pay considerable attention to. But I think it has been
the case—at least for the last number of years—that OMB Direc-
tors have paid a lot of attention. OMB Deputy Directors have paid
a lot of attention.

The Y2K crisis was unique in that it was driving to a single day.
If we didn’t take care of it with the clock ticking down, we faced
potentially very severe consequences. The longer term problems
don’t have that kind of a deadline where a crisis approach is going
to be the most effective.

We need to have an ongoing effort—where we don’t say it is
going to be a 1-year effort or a 2-year effort. I have absolute con-
fidence that computer technology 10 years from now will be far, far
ahead of anything I could predict. That has been the history of in-
formation technology. We can’t do it once and then say that we are
done. It has to become a process. It is going to be expensive. It in-
volves the way agencies work and agency resources.

I think it is central to how we do the business that we do. I don’t
disagree with you in terms of the fact that we need to pay very,
very serious attention to it. But I believe we have. And we need
to continue to do so, and I think more so.

Mr. HORN. Thank you very much for that series of questions. We
will now have 15 minutes, since Mr. Turner had 15 minutes. And
then we will get back to 10 minutes.
hLet me go back to a few of these other things so we don’t forget
them.

In OMB’s fiscal year 1999 performance report, you identified a
goal of “working with all agencies to assure that their financial sys-
tems comply with the Federal Financial Management Improvement
Act of 1996.”

Last week, the Comptroller General of the United States testified
that 19 of the 22 agencies that had submitted audit reports did not
comply with the act.

Considering this lack of compliance with this law, could you give
me some feeling of what the Office of Management and Budget is
doing to achieve that goal?

Mr. LEw. Yes, Mr. Chairman.
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We, obviously, have set goals for ourselves in this and a number
of other areas to try to stretch to do the very best we can. I think
we have made a lot of progress. We did better this year than last
year. We need to do better next year than we did this year.

The process of doing the audited financial statements has been
a difficult one. It was the first time in the history of our Govern-
ment that we did this kind of stock-taking. And I think it is enor-
mously important for agencies to get their hands on doing this
right. To understand where your assets are and what your re-
sources are is key to making policy judgments. And there have
been many instances where if agencies had a better handle on their
financial statements, they could have solved some of their own
problems without having to come to Congress, without necessarily
needing to make some other policy decisions that they made.

The fact that we still have a ways to go is something we have
acknowledged clearly. The fact that we have made progress is
something that we have also pointed out, and I think that GAO has
also pointed out.

Mr. HORN. I commend you and the Office of Management and
Budget on the results-oriented legislation of 1993-1994, which was
truly bipartisan in terms of the Congress. When do you think these
agencies will be in full compliance with the act? We gave them 5
years to give us a balance sheet with the 1996 fiscal year, then
they have had a chance at 1997, 1998, this is now 1999. How do
you think we are going to get full compliance? Do they take this
seriously?

Mr. LEW. Yes, they do take it seriously, Mr. Chairman, and we
take it seriously. If you look at our priority management objectives,
this is right up there on our list of priority management objectives.

We are going to continue to stretch to try and do it as quickly
as possible. And I am going to hesitate to give you any kind of a
date because, frankly, it will be beyond my term as Director, and
that is for whoever sits here next to make a commitment on.

I think we have performed well in terms of making progress. 1
am disappointed that it is a difficult process, but I think we all
know it is a difficult process. And one can face a difficult challenge
like that by saying that you can’t do it in 2 years or 5 years, there-
fore it is not important. Or you can say, we have made a lot of
progress over 5 years, and we will make a lot more progress over
the next 5 years.

Mr. HORN. Ten years have passed since the enactment of the
Chief Financial Officer’s Act, and that also was a bipartisan act,
just as was the Inspector General’s and the Chief Information Offi-
cer’s.

As you can see from the report card, which we issued last week,
17 out of the 22 Federal agencies reported one or more material or
significant weaknesses. And as you noted in your testimony, the
Office of Federal Financial Management exists for the purpose of
developing financial management policies.

What is the office doing to address the serious problems of poor
internal control throughout the Government? Practically every
agency is inadequate in the internal controls.

Let’s move it closer to the director so he can see it.
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Mr. LEw. I am afraid it will have to get a lot closer before I am
able to read it. [Laughter.]

Mr. HORN. We have little charts around here, but they sure
haven’t increased in the size so any of us can read it.

Move it up closer so he can see it. Just keep moving it, about 5
feet.

Mr. LEw. I think the whole approach to solving a problem like
financial management, having a situation where agencies do have
internally consistent controls is one that is going to take some
time. I personally have some questions about whether the grades
are right or wrong. This isn’t the place to go through line by line
and question.

Mr. HORN. We would welcome OMB giving us some standards.
We are hoping to work with you on the computer security thing by
agreeing on some standards that reasonable people could do in
order to solve the computer security thing, which is a major situa-
tion that faces this country.

Mr. LEw. As you know, we are working with the agencies trying
to develop a coordinated approach. I think to have a single set of
standards may not be the right approach there because the stand-
ards would evolve and change as the threats change. But, we agree
there should be the protocols in terms of individual responsibility
for their computers, agency responsibilities for having systems in
place, coordination with the private sector. A few weeks ago, the
President had a conference on Internet security. There was a very
interesting spirit of cooperation that was cautious but optimistic.
The Government would be good partner in not telling the private
sector exactly what had to be done in the area of Internet security.

It is a different world when we are interconnected. And we have
to be careful not to impose such rigid requirements that they spill
over and impede the private sector’s ability to deal with many of
these problems.

We are working with them, and there is a cooperative, voluntary
working arrangement that I think is very promising. But I think
we have to be careful about being too rigid about it, or we could
chill the progress.

Mr. HORN. We would welcome what your standards are and take
a look at it. We are not wedded to the grading. We do grade on
an absolute. It is not a relative little curve. You can be all As or
all Fs. Right now, we have a real problem.

Mr. LEw. Yes, I think we have made a lot of progress in terms
of the audited financial statements. The need for better internal
controls is one that we share. I don’t think that we would question
the need to have better internal controls. But we have gone from
a situation that was quite behind where it should be to a situation
that is perhaps further along than this set of grades suggests, and
the direction we need to continue, making improvements.

I would hope we could work together on this. The notion of doing
it on a report card basis has a certain kind of:

Mr. HORN. Well, it hones it on people. Some of my friends in the
cabinet have tapped their Y2K report card on their door to shape
up their bureaucracy.

Mr. LEw. I don’t think there is any question that we want to
work together on developing better internal financial controls. And
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we view that as something that is not a partisan issue. It is some-
thing that we should have a shared——

Mr. HORN. Just good Government?

Mr. LEW. Yes, just good Government.

Mr. HorN. Last week, the Comptroller General also testified be-
fore the subcommittee that agency financial systems overall are in
poor condition, cannot produce consistent reliable information to
manage day-to-day Government operations, and that it took heroic
efforts for agencies to obtain clean opinions.

Given those statements by the Comptroller General, how can you
say that agencies have improved their financial information? And
what is OMB doing to address the issue?

Mr. LEw. I would note that more agencies have clean opinions,
more of them have timely clean opinions, and some of the agencies
that have yet to get clean opinions are a lot closer.

I would rather succeed in a heroic effort than fail to try.

Mr. HORN. We agree with that. Boy Scout values are very good.
I am all for them.

The Debt Collection Improvement Act—dear to my heart—passed
and enacted in 1996, requires agencies to forward delinquent debt
to the Treasury Department. The subcommittee has concerns be-
cause many agencies are doing a poor job submitting this debt for
collection. This is money owed the taxpayer.

What is the OMB operation doing to facilitate the referral of the
billions of dollars of delinquent debt to the Treasury for collection?

Mr. LEw. Over the last number of years, we have been trying to
work quite broadly to improve our debt collection practices. We
have worked with the Congress on a number of occasions on legis-
lation that gave us tools that were more effective. In this last set
of appropriations bills, in the area of student loan debt collection,
we had an important provision which we very much supported that
would permit us to be much more aggressive.

We have a kind of structural problem in debt collection. Agencies
in the past haven't felt the direct incentive to collect debt. It didn’t
affect their program one way or the other. It was a burden. It was
something that wasn’t very popular in the community they were
working in. It is an area that we—working with this committee
and others—have had to be very aggressive about saying, “We just
have the same obligation here that we have in terms of collecting
taxes that are due and that the private lenders have in collecting
loans that are due.”

It is just not an acceptable standard that you can ignore the need
for debts to be properly paid.

I think we have made some progress. We have made progress in
terms of defaulted loans. We have made progress in the student
loan area. The challenge is one that I think we at OMB, this com-
mittee, and the appropriators with their broader view of Govern-
ment, see more clearly than some of the constituent parts do. And
I would hope this is an area where we could continue to work to-
gether on a bipartisan basis.

Whether you believe in a big Government or a small Govern-
ment, I think we all believe that people who make a commitment
to repay should keep their commitment and there should be con-
sequences if they don’t repay.
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In terms of the mechanisms we use, the new-hire data base being
made available for student loan debt collection is an enormously
powerful new tool. On the other hand, we have to be careful not
to so burden the new-hire data base that it becomes an
unsustainable device to use for its basic purpose, which is child
support enforcement.

Suggestions have been made over the years that we be more ag-
gressive in terms of using the Treasury IRS process. We are very
worried that you have to be careful how you do that. The Treasury
is very worried that in a system of voluntary tax compliance, if you
go too far in that area, you may have a problem in terms of vol-
f1‘1ntary tax compliance that is greater than the debt collection bene-
it.

I think these are areas where we have to proceed aggressively,
but carefully. And I have been very focused on this myself just be-
cause it is one of those Government things we ought to do. If you
believe that the Government should be making small business
loans, then defaulted small business borrowers should be required
to either repay or the assets should be sold and the Government
should be in a position the bank would be in.

And we are moving in that direction. We are doing better.

Mr. HorN. Well, I am glad to hear it because it is long overdue.
And it goes back to about 1991 with the Internal Revenue Service
where they started getting about $100 billion that they claimed
they couldn’t collect. I think a lot has to be done by the authorizing
committees here. Mostly in the 1996 Act we handled the non-tax
debt because there were little problems with jurisdiction.

But let me move to the Government Performance and Results
Act, on which OMB was very helpful. That, again, was a bipartisan
bill in 1993.

In your opinion, have the Federal agencies met the performance
goals listed in the performance plans? What do you think about it?

Mr. LEw. I think some have and some haven’t. But I don’t be-
lieve that meeting the goals 100 percent is necessarily the right
measure. If every agency met the goals, I think it would tell us
that the goals were set too conservatively and in too constrained
a manner. The goals are meant to force agencies in the direction
they should be moving. It ought not to be set at a safe level where
they are 100 percent sure they will meet them. The idea of stretch-
ing to meet goals is as important as having 100 percent success
meeting the goals.

And I think the agencies are taking it very seriously. We have
tried to integrate review of these performance measures with the
budgetary reviews because that is the way to really get the sense
of not just how were doing on a numerical basis, but what it
means in terms of the real programmatic results. It has been im-
pressive to me that we have moved in a lot of cases from very soft
input measures to output measures to outcome measures, where
agencies are coming in with much more clearly defined senses of
how many units of progress they expect to make.

I don’t think they should be expected to get 100 percent.

Mr. HorN. Well, I agree.

Is there a unit in OMB that can help the agencies in terms of
figuring out measurements of either surveys of citizens so that they
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know whether they are getting, say, certain types of nutrition or
not? It seems to me the financial indicators really don’t mean a
thing, but the delivery is what counts. Are we trying to make
change and help people?

How are those measured? Does OMB have any little unit that
calculates this?

Mr. LEw. I would say that it is a combination of a unit and the
whole organization.

The Deputy Director for Management has the lead in working on
this issue. In order to really get into the programmatic details, we
draw on the resources of our resource management organizations
and work together.

I think we have overcome some of the kind of cultural or jurisdic-
tional barriers that may have existed 10 years ago in asking ques-
tions like this. If you asked a program examiner whether he or she
needed any help in this, that is what we do in the first place. If
you had asked someone 10 years ago if that was the budgetary re-
views were done, they would say they are measuring inputs, not
outcomes, not outputs.

I think we are now at a place where the people who have the de-
tailed programmatic knowledge of what is going on in terms of
interdiction of drugs, what is going on in terms of achieving higher
nutritional levels, and the people who have experience working on
conceptual approaches to measurement in management are
teaming together. We are working with the agencies and making
real progress.

In each and every review we had discussions that were much
better than any of the discussions we had had in the six reviews
I have been through. And it is not for lack of interest because my
predecessors as Directors were as interested as I. But we have
made progress. There is much, much more progress to be made.

Mr. HORN. I am glad to hear that.

I now yield 10 minutes for questioning to the gentleman from
Texas, Mr. Turner.

Mr. TURNER. Thank you, Mr. Chairman.

Jack, if you will excuse me, I want to go back to the subject we
discussed earlier.

When I asked you to describe the Office of Information and Regu-
latory Affairs, you identified that as the office that is charged with
information technology management, along with a host of other re-
sponsibilities you mentioned.

I have always been a big fan of the effort the Vice President
made in reinventing Government. I was particularly interested in
that because when that effort was initiated, some of the ideas we
had implemented in Texas on electronic benefit transfer on the
Food Stamp Program were looked at by that working group. It was
sort of the point at which the Federal Government began to move
forward in what they had seen that we had already done in Texas,
where we had been an advocate of using the smart card for food
stamps way ahead of any other State in the Nation.

And my impression was that because the Vice President’s em-
phasis on reinventing Government was put in place at the Federal
level, some new ideas flowed into the Federal Government and al-
lowed us to make some improvements.
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Information technology, as we all know, holds the opportunity for
both the public and private sector to make vast improvements in
the way we deliver services. For the Federal Government, we know
it is going to make it more accountable, more consumer/customer
friendly, more accessible to the public, more efficient, cost-effec-
tive—the benefits are numerous.

I really am interested in trying to work with you to be sure that
we can accomplish this goal of gaining a greater emphasis on infor-
mation technology than we currently have. I am not much to pre-
dict the future, but I would be very surprised if whoever is elected
the next President of the United States doesn’t have an aggressive
initiative on the utilization of information technology in the Fed-
eral Government.

The question I am trying to anticipate is, how do we structure
that so that it works well, so that it is more than window dressing,
so that the actual structure of that effort works within the frame-
work of the Federal Government?

Also, specifically, what is the current relationship between OMB
and the CIO Council, if there is any relationship?

Mr. LEw. OMB is the Chair of the CIO Council. Without a con-
firmed DDM, we are doing things on an acting basis, but we do
Chair the Council. And I think the CIO Council has been a very
useful arena for having these conversations. The guidance I just
sent out regarding computer security was very much the subject of
discussion at the CIO Council, drafts were circulated and dis-
cussed, and it was a forum for working through some of these very
difficult issues.

Regarding your characterization of my response on your first
question on OIRA, if I created the wrong impression, I would like
to correct it.

OIRA coordinates many of the information technology issues, but
by no means has sole responsibility at OMB. Let me give you three
examples of where OMB’s resources were drawn on broadly.

EBT I mentioned earlier where we had our resource management
office working with the DDM and OIRA. It was a real collaborative
task force effort working with the agencies.

Tax system modernization: working with our General Govern-
ment Division, coordinating with the agency, with OIRA’s exper-
tise.

The problems we have had over the years at HCFA with their
computer system: our Health Division was very much involved.

I think one of the things OIRA has the ability to do—and the
Deputy Director for Management, more importantly, has the ability
to do—is to draw broadly on all of OMB’s resources. We have a ca-
pacity that is unequaled in the Federal Government to reach into
agencies and work with them to help them solve these kinds of
complicated problems. I am afraid that if you set somebody up in
an independent office, they just couldn’t do that. Or if they did,
they would be doing it in a way that was less efficient.

I am never comfortable when questions of this nature come up
because I don’t think we should be “turfy” about these discussions.
If the best way to do this is to have an independent office, I would
say that. I don’t think in this case that that is correct. I believe
that if there is a problem with how OMB is doing it, then we ought
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to solve that problem by giving it the proper place in our priorities.
But I think to separate it from OMB is to weaken our ability to
get our hands on the problem.

And that doesn’t mean that there can’t be advisors in other
places. Surely, in many issues, we coordinate with the National
Economic Council, the Domestic Policy Council—there are numer-
ous areas where we have core responsibility where we coordinate
with other policy offices that report to the President. But I think
this is a little different than most of those in that it is kind of
cross-cutting. It is fundamental to what we are going to be doing
as managers of the Federal Government over the coming decades.
To suggest that you can separate it from other management and
budget concerns almost has the effect of putting it more at risk.

I know that is not your objective. I am giving you my frank view
of the tools that we have. And I would welcome—and I am sure in
the coming years my successors will welcome—the advice on how
to do it better.

Mr. TURNER. And I certainly don’t mean to leave the impression
that I suggest that we separate it any more than John Koskinen’s
office was separated from the OMB. What I am looking for is an
individual who can elevate the profile of information technology,
who has a unique background and expertise in the area. John
Koskinen seemed to fit perfectly for the job he was given. But when
we talk about the subject of information technology, I suspect if we
reviewed your background or the background of the Director of
Management, you would not find the background I am looking for.

Not only are we talking about background, but we are talking
about profile. I am looking for a structure that would enable the
Federal Government to place an emphasis on moving aggressively
in the area of information technology. I get the impression that one
of the roles the OMB performs rather well is the implementation
of current laws that have impact in information technology.

Your oversight role in implementing Federal law is, of course,
critical. But I don’t see a long-term emphasis on information tech-
nology policy of the nature that I think we need to see in the Fed-
eral Government. And I think a structure, an individual, an office
directly accountable to the President can be the spark plug that is
needed to allow aggressive implementation of information tech-
nology.

I agree that we need—as you shared with me, OMB has the over-
view, if you look across agencies. This individual needs to have that
ability. That person needs to be able to look into the Department
of Human Services and say, I see some areas there where we can
implement information technology in a way that perhaps we can do
it immediately. We can do it in that agency perhaps better than we
can some other. And that person can make the decision to say, We
are going to move aggressively in this agency for this reason. Then
perhaps establish a model or a pattern that then later other agen-
cies can follow.

So it is that kind of overview I am looking for. But it is also an
elevation of the profile of the issue.

Mr. LEw. I think it is important to separate the question of pro-
file and expertise from the tools that we have. In terms of profile,
to some extent that is something that one could change. If you look
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at my predecessor, by establishing as one of his major areas of con-
cern putting rules out that govern information technology procure-
ment, he was asserting that that was a central OMB responsibility.
One of the decisions I made when I took over was to be focused
very much on the implementation of those rules. It was very clear
that that was a question I was going to ask at every single budget
review. That word went through our organization, went back to the
agencies, and was part of our discussion of every agency’s budget
request.

The Clinger-Cohen Act was something we worked very closely
with the Congress on. That was a law that was an important law
where we played a creative and helpful role working with the Con-
gress, who ultimately has the responsibility for making the law.

I know John Koskinen pretty well, and don’t believe that on
paper his background is as a computer expert, either. He brought
a special set of personal strengths in terms of crisis management,
and knowledge of OMB as former Deputy Director for Manage-
ment. He was given the task to generate a public profile—because
it was as much a public education effort as it was a management
responsibility.

If you are looking at the long term, I would question whether
sustaining it as a crisis is the right approach. I think we have to
make it something that is just core and central to how we manage.
And that I think is quite central to our traditional roles at OMB
in terms of both management and information technology.

We share a common goal. I don’t think there is disagreement
that this is an area of enormous importance for the level of atten-
tion you are describing. I just think we need to work together,
thinking through what the present kinds of different approaches
are. I have made clear my own view, but I am delighted to continue
working with you on this.

Mr. TURNER. Thank you, Jack.

Mr. HorN. Thank you very much. We now have 10 minutes of
questioning.

Just to round out a few things and then get back to Mr. Turner,
the standards that I take it you will look for on computer secu-
rity—will you look at what an agency really needs to have in this
area? If you are going to do that, obviously we think that is a great
idea and you ought to get quarterly reports and we would like to
look at them, just like we did under the Y2K situation.

What is your feeling on that? Can we count on OMB for stand-
ards in this area? And about when will they be put together?

Mr. LEw. On February 28th, we sent out guidance to the depart-
ments with both a set of principles and a set of policies in terms
of how they should incorporate computer security into their plan.

Mr. HORN. Could we put it in the record at this point?

Mr. LEW. Sure, I would be happy to.

Mr. HorN. Without objection, that documentation will appear in
the record.

[The information referred to follows:]
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET .
WASHINGTON, D.C. 205038

‘February 28, 2000

THE DIRECTOR

M-00-07
MEMORANDUM FOR THE HEADS OF DEPARTMENTS AND AGENCIES

From: Jacob J. Léw
Director

Subject: Incorporating and Funding Security in Information Systems Investments -

This memorandum reminds agencies of the Office of Management and Budget’s (OMB)
principles for incorporating and funding security as part of agency information technology
systems and architectures and of the decision criteria that will be used to evaluate security for
information systems investments. The principles and decision criteria are designed to highlight
our existing policy and thereby foster improved compliznce with existing security obligations;
this memorandum does not constitute new security policy. OMB plans to use the principles as
part of the FY 2002 budget process to determine whether an agency’s information systems
investments include adequate security plans.

Protecting the information and systems that the Federal government depends on is
important as agencies increasingly rely on new technology. Agencies are working to preserve
the integrity, reliability, availability, and confidentiality of important information while
maintaining their information systems. The most effective way to protect information and
systems is to incorporate security into the architecture of each. This approach ensures that
security supports agency business operations, thus facilitating those operations, and that plans to
fund and manage security are built into life-cycle budgets for information systems. )

This memorandum is written pursuant to the Information Technology Management
Reform Act (the Clinger-Cohen Act) which directs OMB to develop, as part of the budget
process, a mechanism to analyze, track, and evaluate the risks and results of major capital
investments made by an executive agency for information systems. Additionally, the Clinger-
Cohen Act calls for OMB to issue-clear and concise direction to ensure that the information
security policies, processes, and practices of the agencies are adequate. These criteria will be
incorporated into future revisions of OMB Circular A-130 (“Management of Federal Information
Resources™) and should be used in conjunction with previous OMB guidance on sound capital
planning and investment control in OMB Memorandum 97-02, “Funding Information Systems
Investments”; OMB Memorandum 97-16, “Information Technology Architectures”; and
subsequent updates.
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Security programs and controls implemented under this memorandum should be
consistent with the Computer Security Act, the Paperwork Reduction Act, the Clinger-Cohen
Act, and OMB Circular A-130. They should also be consistent with security guidance issued by
the National Institute of Standards and Technology (NIST). Security controls for national
security telecommunications and information systems should be implemented in accordance with
appropriate national security directives.

Princibles

The principles outlined below will support more effective agency implementation of both
agency computer security and critical information infrastructure protection programs. In terms of
Federal information systems, critical infrastructure protection starts with an effort to prioritize
key systems (e.g., those that are most critical to agency operations). Once systems are
prioritized, agencies apply OMB policies and, for non-national security applications, NIST
guidance to achieve adequate security commensurate with the level of risk and magnitude of
likely harm.

Agencies should develop security programs and incorporate security and privacy into
information systems with attention to the following principles:

. Effective security is an essential eloment of all information systems.

. Effective privacy protections are essential to all information systems, especially those that
contain substantial amounts of personally identifiable information. The use of new
information technologies should sustain, and not erode, the privacy protections provided
in ali statutes and policies relating to the collection, use, and disclosure of personal
information.

. The increase in efficiency and effectiveness that flows from the use of interconnected
computers and networks has been accompanied by increased risks and potential
magnitude of loss. The protection of Federal computer resources must be commensurate
with the risk of harm resulting from any misuse or unauthorized access to such systems
and the information flowing through them.

. Security risks and incidents must be managed in a way that complements and does not
unnecessarily impede agency business operations. By understanding risks and
implementing an appropriate level of cost-effective controls, agencies can reduce risk and
potential loss significantly.

. A strategy to manage security is essential. Such a strategy should be based on an ongoing
cycle of risk management and should be developed in coordination with and implemented
by agency program officials. It should identify significant risks, clearly establish
responsibility for reducing thern, and ensure that risk management remains effective over
time.
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. Agency program officials must understand the risk fo systems under their control and
determine the acceptable level of risk, ensure that adequate security is maintained to
support and assist the programs under-their control, and ensure that security controls
comport with program needs and appropriately accommodate operational necessities. In
addition, program officials should work in conjunction with Chief Information Officers
and other appropriate agency officials so that seeurity measures support agency

"+ information architectures. -

Policy

Securtty should be built into and funded as part of the system architecture. Agencies
should make security’s role explicit in information technology investments and capital
programming. These actions are entirely consistent with and build upon the principles outlined
in OMB Memorandum 97-02. Accordingly, investments in the development of new or the
continued operation of existing information systems, both general support systems and major
applications, proposed for funding in the President’s budget must:

1. Betied to the agency’s information architecture. Proposals should demonstrate that the

security controls for components, applications, and systems are consistent with and an integral
part of the information technology architecture of the agency.

2. Be well-planned, by:
a) . Demonstrating that the costs of security controls are understood and are explicitly
incorporated in the life-cycle planning of the overall system in a manner consistent

with OMB guidance for capital programuming.

b) Incorporating a security plan that discusses:

. the rules of behavior for the system and the consequences for violating those
rules;

. personnel and technical controls for the system; -

. methods for identifying, appropriately limiting, and controlling
interconnections with other systems and specific ways such limits will be
monitored and managed; .

. procedures for the on-going training of individuals that are permitted access to
the system;

. procedures for the on-going monitoring of the effectiveness of security
controls;

. procedures for reporting and sharing with appropriate agency and government
authorities indications of attempted and successfuul intrusions info agency
systems;

. provisions for the continuity of support in the event of syster disruption or

failure.

W
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3. Manage risks. by:

a) Demonstrating specific methods used to ensure that risks and the potential for loss are
understood and continually assessed, that steps are taken to maintain risk at an
acceptable level, and that procedures are in place to ensure that controls are
implemented effectively and remain effective over time.

b) Demonstrating specific methods used to ensure that the security controls are
commensurate with the risk and magnitude of harm that may result from the loss,
misuse, or unauthorized access to or modification of the system itself or the
information it manages:

c) Identifying additional security controls that are necessary to minimize risks to and
potential Joss from those systems that promote or permit public access, other
externally accessible systems, and those systems that are interconnected with systems
over which program officials have little or no control.

4. Protect privacy and confidentiality, by:

a) Deploying effective security controls and authentication tools consistent with the
protection of privacy, such as public-key based digital signatures, for those systems
that promote or permit public access.

b) Ensuring that the handling of personal information is consistent with relevant
government-wide and agency policies, such as privacy statements-on the agency’s
web sites. ‘

5. Account for departures from NIST Guidance. For non-national security applications, to
ensure the use of risk-based cost-effective security controls, describe each occasion when
employing standards and guidance that are more stringent than those promulgated by the
National Institute for Standards and Technology.

In general, OMB will consider new or continued funding only for those system
investrnents that satisfy these criteria and will consider funding information technology
investments only upon demonstration that existing agency systems meet these criteria. Agencies
should begin now to identify any existing systems that do not meet these decision criteria. They
should then work with their OMB representatives to arrive at-a reasonable process and timetable
1o bring such systems into compliance. Agencies should begin with externally accessible
systemns and those interconnected systems that are critical fo agency operations. OMB staff are
available to work with you if you or your staff have questions or need further assistance in
meeting these requirements.
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Mr. LEw. Regular reporting is important. Integrating it with the
budgetary decisions in terms of the IT budgets is important.
Whether it is quarterly or some other period I think is something
that we need to work on over time to determine the right fre-
quency.

Mr. HORN. On our general management situation on the goals
under the Performance Act, I looked at page 17, on appendix three
in the 1999 Performance Report, and you checked off that you had
accomplished your goal of “continuously working with agencies to
improve management practices throughout the Government.” Is
that an immeasurable goal? If so, how are you planning to see that
that checked-off item really has some teeth in it and where it
would be accomplished, as it says here?

I am dubious on that. That is why I am bringing it up to see if
we can get a little focus.

Mr. LEW. Again, it goes back to the efforts that we have that are
governmentwide and the efforts that are agency-specific. On a gov-
ernmentwide basis, the things that we are doing in information
technology, the things we are doing in financial management—
while we have a ways to go to achieve our goals, we are making
progress. We have discussed those at some length already.

With specific agencies, of our 24 priority management objectives,
12 of them are very much focused on specific undertakings with
agencies. I give regular reports on those and on not an infrequent
occasion work with heads of agencies on those. I think we are mak-
ing progress.

I am very proud of the work we have done with the INS to try
to take a backlog that was really, really unconscionable and turn
it around. It did not happen by accident. It happened because of
serious top-level by myself and by the Attorney General. It is not
a problem entirely solved, but it is substantially remediated.

I can go through other examples as well.

Mr. HORN. No. On that, how much credit would you give OMB
versus giving Charles Rossotti as commissioner?

Mr. LEw. No, INS not IRS.

Mr. HorN. OK. I thought you said IRS.

Mr. LEw. But in the case of IRS, we have worked closely on
many issues helping them get a handle on their own internal man-
agement issues. Mr. Rossotti brought with him the kind of exper-
tise that you are lucky to bring into Government in terms of infor-
mation technology.

But even there, we worked very closely with him to make sure
that the benchmarks required would be met and that it wasn’t
going to be a repeat of past problems which were very serious.

Mr. HORN. Well, since you brought up INS—and I am a Califor-
nian, border State, if you will—what do you think needs to be done
now? Do we need more agents? Is OMB willing to recommend to
the President that that happen?

I remember as a freshman making a speech on the subject that
hadn’t been made before, believe it or not, and we authorized a lot
of people. And it took forever to educate and train them because
you cannot just take anybody who is in enforcement and put them
on the border. They need to know languages, they need to under-
stand and be sensitive to what the situation is there.
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Mr. LEw. The priority management objective I was referring to
had to do with the naturalization side of INS. You are asking about
the border control piece of it.

There have been a number of difficulties. Setting a goal of hiring
new agents is one part of it. Actually being able to recruit and
train the agents is another. And we are in an economy where we
are competing with many other agencies and many other entities
as we try to recruit people for those jobs. There are many slots that
have been difficult to fill.

We have made suggestions in the budgets of the last few years,
which unfortunately have not been funded but I think would very
much enhance the efficiency of border control.

Mr. HORN. Have they been asked for in the budget?

Mr. LEw. We have requested for several years now things to aug-
ment human agents on the border. For example, there are tech-
nologies where posting of cameras at regular frequency along the
border and having SWAT teams come in when there is a problem
is a way of leveraging our personnel to cover the border more effec-
tively. That has not been funded. I hope we can work together on
things like that.

Mr. HORN. Definitely. And please file that for the record at this
point in the record.

Mr. LEw. I would be delighted to. It is both cheaper—because
you have a camera instead of the FTE—but when you don’t have
the FTEs and you can’t recruit them, you have to be more efficient
in how you use your resources, apart from just the money.

[The information referred to follows:]
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_ FY 2000 INS BORDER SECURITY REQUEST

The Administration’s FY 2000 budget request for border enforcement focused on expanding
border technology along the Southwest border, coristructing border facilities for the over
5,000 agents deployed since 1993, and increasing the number of detention bedspace and
staff to ensure illegal aliens apprehended are incarcerated and swiftly removed. Specifically,
the Administration sought $50 million for the Integrated Surveillance Intelligence System
(ISIS). ISIS combines high resolution color and nfrared cameras with state-of-the art
command centers to continuously monitor the border from remote sites. This technology is
a “force multiplier” and where deployed in Arizona, New Mexico and Texas is having a
dramatic effect on border control while increasing the safety of agents who must respond to
border incursions. The budget also sought $100 million to construct Border Patrol stations,
detention facilities and border barriers. Addressing a shortfall in detention bedspace for the
mandatory incarceration of criminal aliens, the Administration transmitted a $230 million
budget amendment in FY 2000 that added 600 detention beds, bringing total detention space
to 19,000 beds, and funded 370 new deportation and detention staff.

The FY 2000 appropriation provided none of the Administration’s request for technology
and only $200 million of the $230 million requested for detention. Rather than technology,
the Congress provided $48.5 million to hire 430 new Border Patrol agents and $1.5 million
for recruitment incentives to improve hiring. The conference report also directed INS to
redeploy $22 million in base resource to fund border equipment and technology. The $200
million provided for detention funded approximately 470 fewer detention beds and 200
fewer detention and deportation staff than the Administration’s request. While construction
funding was at the Administration’s requested level and all Border Patrol projects were
funded, none of the $21 million requested for detention construction initiatives were funded.
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Mr. HORN. Let me move to the Privacy Act now.

I think OMB still has a responsibility for implementation of the
Privacy Act.

Mr. LEW. Yes.

Mr. HORN. Are you aware of the extraordinary backlogs that
exist in some of the agencies in responding to requests for informa-
tion under the law? In other words, it isn’t months, it is years.

What do we know about that and what is OMB doing about it?

Mr. LEw. The issue is more what is happening in the agencies
than what is happening at OMB. We get several hundred submis-
sions from the agencies. I am not aware of OMB backlogs of that
sort, but I would be happy to go back and

Mr. HORN. When we had a hearing several years ago, there was
a 4-year wait to get your file from the FBI. I know they have put
more resources on that and we haven’t scheduled that hearing yet,
but I would appreciate it if OMB took a look at it and provided in
recommending in the President’s budget to get the resources so citi-
zens can know what is in Government files and not be put off by
4 years.

We even asked them—suppose a Member of Congress asked
that—it would take 4 years, too. So finally, the excuse was, if you
have a hearing about it—so I filed on that and we got the files. But
do we have to hold a hearing for every American in order to see
what is going on?

Mr. LEW. Our role is at a more general level where we set guide-
lines and generally review. I will have to go back and get some
more information about the backlogs that may be happening at the
agency.

[The information referred to follows:]
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Privacy Act Backlogs at the Federal Bureau of Investigation

As of April 1, 2000, the Privacy Act backlog at the FBI is 1,664. It is important to note,
the Bureau has reduced its backlog annually since FY95 as follows:

FY95 FY9%6 FY97 FYo8 FY99
8,670 8,419 6,370 4,671 2,669

Successful backlog reduction activity is a result of (1) strong and effective leadership in the FBT's
FOIA/PA Office; (2) an infusion of resources that has nearly tripled the FOIA/PA staff; (3)
continuous monitoring and oversight by the Department; (4) avtomation enhancements; (5) and a
number of new procedural initiatives that have streamlined operations. The FBI has
met/exceeded backlog reduction goals established by the Department since FY 96, and the
Attomey General has been extremely pleased with the Bureau's accomplishments.
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Mr. HORN. I would appreciate it.

In the absence of the Deputy Director for Management, who
Chairs the President’s Management Council?

Mr. LEw. The Deputy Director designate is serving as the acting
chair, but all the official functions are handled by a confirmed offi-
cial. It is not an ideal arrangement.

Mr. HORN. I can imagine.

In OMB’s fiscal year—we have handled that enough, and I only
have a minute and a half.

So let me ask, what is your view of the proposal that I am pro-
posing on an Office of Management separate from the Office of
Budget with both directors reporting to the President? And one of
the reasons for this is that we need people who are directors, who
know something about the field. And we have very few directors of
the budget that have ever dealt in major management situations,
never headed a huge consulting firm, let’s say, that does this regu-
larly for corporate America. So give me your best shot at that.

Mr. LEw. I think that the benefits of keeping management and
budget together far outweigh any of the benefits you might get
from having separate individuals chosen for expertise in budget or
management to head either one. It is inherent to the job of OMB
Director that you will spend a lot of your time working on things
you have never worked on before. There is no person who can come
with prior knowledge of every agency of Government, every pro-
gram of Government.

The management issues are not different from the budget issues
in that regard. The OMB Director couldn’t do the job of OMB Di-
rector if not supported by an excellent staff. And I go back to the
career staff, which is the heart and soul of OMB. We have the most
talented group of people in Government working for OMB. They
are a treasure, and we work constantly to strengthen that.

To take the function of management and separate it would be to
separate it from the tools that we have to focus attention to man-
agement issues.

Let me go back to something I said a little earlier. The impera-
tive of obtaining funding, both in the President’s budget and the
appropriations process, focuses the minds of agencies, unlike most
other policy deliberation. I don’t believe a Director for Management
without the budget function would have the same ability to work
with agencies on issues that agencies would just as soon not have
help with sometimes. I think it is very important to keep them to-
gether.

Mr. HORN. I used to agree with you on that. When I had been
on President Nixon’s White House Task Force, I thought it was
such a great idea. They could use the budget to get some changes
in management. When I got back here it was very clear my friends
who were senior civil servants and real career people—they said
that nothing was happening over there, that they weren’t using
that power. So if you have a list of things where you have used the
budget to solve a management thing, I am glad to put it in the
record at this point.

Mr. LEw. There are examples of that, but I think more important
than the use of it is the threat of it. You don’t want to have the
budget process used to force management change. What you want
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is a process where you get agencies to focus on management prob-
lems, solve them, and do it in a collegial way.

It may be perhaps my philosophy of OMB and how the Director
of OMB should function, but in general I think you get a lot more
done by working with people than by holding a club over their
head. But having the club in your back pocket is very useful.

[The information referred to follows:]
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IHustrative Examples of the Integration of management and budget functions at OMB

The integration of management and budget at OMB since 1994 has improved OMB's abilities to
effect changes in management at the agencies. The various offices in OMB (RMOs, OIRA,
OFPP and OFFM) use their particular skills, statutory authorities, and experience to bring about
better informed decision-making at agencies such as the IRS.

Internal Revenue Service:

A striking example of this collaboration and use of the RMO "power of the purse strings" is
OMB's ongoing efforts to oversee the IRS Information Systems Modernization project. OIRA,
OFPP and the RMO worked together to review IRS's proposals for information technology
investments. OMB analysts in OFPP, OIRA, and the RMO all raised separate concerns about
the proposals. After consulting internally, the OMB group provided a concise set of management
recommendations, backed up by an apportionment to enforce those suggestions. Approval of the
IRS spending plan for ITIA was provided, but only after these intensive collaborative efforts
within OMB. IRS is now revisiting the relationship it has with its PRIME contractor, and is
rewriting work task orders to provide defined deliverable products rather than "levels of effort.”

Immigration and Naturalization Service

Over the past few years, OMB has used its budget and management oversight role as leverage to
improve the operation of the INS. Qur effort focused on creating a more accountable
organizational structure and instilling performance-based management in the INS' immigration
service program.

OMB played an instrumental role, along with the White House Domestic Policy Office, in
developing a restructuring initiative for the INS. The restructuring proposal incorporated the
recommendations of the Commission on Immigration Reform, earlier INS reform studies and
mectings with the Departments of Justice, Labor and State. The research and interagency
discussion resulted in the development of an organizational structure for the INS aimed at
improving program and management accountability, streamlining operations, and clarifying lines
of authority. OMB used the budget process to transmit the restructuring proposal to the
Department of Justice and the budget appeals process to gain the Department's support. The
restructuring recommendation was included in the President's budget submission. After the
budget was submitted, OMB continued to work with the Department and INS to develop
authorizing legislation and to translate the "high-level” restructuring outlined in the legislation
into an operational blueprint that moves INS' enforcement and service operations and decision-
making to line-officers in the field while establishing a policy setting focus in INS headquarters.

Similarly, OMB worked with the White House, Justice and INS to address a funding shortfall in
the Immigration Examination account, The Exams Fee account funds the adjudication of
immigration benefits such as citizenship, adjustments of status, and work authorization
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documents. As a condition for additional resources, OMB required the INS to develop a
naturalization process re-engineering plan and establish performance goals to measured
citizenship application completions against monthly goals. The process redesign is an ongoing
phased program being implemented over the next three years. Significant improvements include
centralized application file quality review, establishment of a nationwide telephone center,
centralized record keeping and developing standardized citizenship testing all of which are
geared to improving efficiency, productivity and customer service. The monthly tracking system
also proved to be an early warning system that identified problems in INS' completion
commitments so OMB could initiate corrective action. Using the tracking system, OMB worked
with the Department of Justice to make management changes in the program and refocused
attention on achieving the FY 1999 naturalization completion goal. As a result, the processing
time for applications for citizenship, which required up to 27 months in FY 1998, were reduced
to under 12 months by the end of FY 1999. The processing time goal for FY 2000 is 6-9 months
which INS is committed to achieve and maintain in the future. Our management oversight,
coupled with the use of budget resources, ensured agency and Departmental attention to this
problem and resulted in a successful program outcome.

Census

The close collaboration of OMB’s Statistical Policy and RMOs demonstrates the benefits
realized in linking management and budget functions. Efforts to re-engineer the 2000 decennial
census were driven by two major concerns - establishing the best methods to achieve an accurate
count and obtaining the necessary resources to conduct Census 2000. The Statistical Policy
Office’s expertise was critical in evaluating the methodologies proposed. The Resource
Management Office, which had lead responsibility for OMB’s detailed evaluation of decermial
census resource needs, was able to draw upon Statistical Policy Office expertise for this
evaluation. The joint review of the agency’s budget request led the Census Bureau to refine its
plans for deploying staff and other resources, and supported an effective transition from a
sampling-based census to a traditional census with an important sampling component.

OMB’s contributions on both the methods issues and resource requests are recognized by Census
leadership. The Administration’s budget requests for the decennial census were virtually fully
funded by the Congress. The current success of Census 2000 operations and the willingness of
the Congress to support the Census Bureau’s plans reflect the effective collaboration within
OMB and between OMB and Department of Commerce management, statistical, and budget
offices that resulted in an innovative, rigorous, statistically sound, and well justified plan.

Statistical Programs

Working closely with RMO colleagues, the Statistical Policy Office develops and presents a
system-wide assessment of critical needs for statistical program funding as an integral part of
OMB’s budget formulation process. For example, during the preparation of the FY 2001 budget,
OIRA’s Statistical Policy staff collaborated with the RMO analyst for the Bureau of Economic
Analysis and the Burean of the Census to examine agency proposals and develop
recommendations to measure e-business. This cooperative, interactive process resulted in $13
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million in proposed funding (an $11 million or a 550 percent increase) within the Commerce
Department. This funding would permit Federal statistical programs to inform both public and
private decisions with authoritative measures of how electronic business is fundamentally
changing our Nation’s economy. ’

Improvements in Financial Systems at USDA

During meetings between staff from the Office of Federal Financial Management (OFFM),
OMB, and the Chief Financial Officer (CFO), USDA regarding their financial managements
issues, OMB was made aware of funding needs to improve USDA’s financial systems. OMB
was able to work with USDA to develop and include appropriations langnage in the President’s
FY 2001 Budget that would provide the USDA flexibility in meeting these funding needs.
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Mr. HORN. I now yield 11 minutes to my colleague from Texas,
Mr. Turner.

Mr. TURNER. Thank you, Mr. Chairman.

I want to go back and just round out a couple of things that
might be helpful to me.

You acknowledged that OMB Chairs the CIO Council. I was ask-
ing about the relationship between OMB and the CIO Council.
What I was really looking for was, What has resulted from the re-
lationship between the CIO Council and OMB?

How often do they meet together? How often does the CIO Coun-
cil meet?

Mr. LEw. It is a monthly meeting.

Mr. TURNER. Maybe the best way to get at this—do the CIO
Council meetings have minutes of what takes place at the meeting?

Mr. LEw. I have people report to me on what happens at the
meetings, but I haven’t seen minutes, per se.

Mr. TURNER. Maybe it would be helpful to me if I could just re-
quest, with the chairman’s permission, copies of any minutes or
any reports that relate what kind of discussion has taken place at
these monthly meetings since the CIO Council has been in exist-
ence. That I think would be helpful.

Mr. LEw. I am not sure that we have minutes in a formal sense,
but we would be happy to get back to you with a description of
things that the CIO Council has worked on and deliberated.

Mr. TURNER. My expectation is that we will read a lot about dis-
cussions on current law, discussions about procurement, maybe
even some general discussions about the problems of computer se-
curity. I suspect that I will not find the kind of forward-thinking
initiatives and discussions on long-term use of information tech-
nology about which I am concerned, but if you could provide me
with that or the committee, that would be helpful to me to read
that.

Mr. HORN. Without objection, the referenced information will ap-
pear in the record.

Mr. TURNER. The other request that I think would be helpful to
me would be to see the documentation and copies of any reports,
memos, etc., that exist within OMB—at least for the last year—
that would reflect specific proposals, recommendations, or initia-
tives for long-term utilization of information technology in order to
make Government more accountable, more open, more efficient,
more cost-effective—those kinds of documents—so I can get a good
picture of what OMB is actually doing in terms of actual initiatives
or proposals for the greater use of information technology.

Mr. LEw. I would be happy to respond for the record in more de-
tail, but let me just note preliminarily that the way the CIO Coun-
cil is organized, there are committees that work in a number of
areas—there is a Security Committee, an Interoperability Commit-
tee, the Government Committee—and there are efforts underway
in each of these areas to have collaborative thinking about the fu-
ture.

I would be happy to get back to you. I am not sure what formal
documentation we have, but I would be happy to respond to what
I understand to be your inquiry.
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Mr. TURNER. And keep in mind that I am interested in what the
CIO Council is doing, but these committees you are referring to
within the CIO Council might be sort of mini-think tanks.

Mr. LEwW. No, these are program people who run their informa-
tion offices. This is a not a think tank group. These are people with
real responsibilities to implement.

Mr. TURNER. Right. I understand that. But my greater concern
is, where is the point within the Federal Government where we
have the ability to actually initiate change with regard to the utili-
zation of information technology?

I agree with you that this has to be a partnership between these
agencies, CIO, and the OMB. I agree with many of your points, Mr.
Lew, about the relationship between budget and management, be-
cause we are talking about dollars. In order to give anyone in a po-
sition of a special assistant to the President on information tech-
nology the ability to do anything, they are going to have to have
some funds where they can direct it toward an agency to initiate
some information technology improvement.

So those issues certainly are linked. But I think it would be help-
ful to me to see what the work product has been with regard to
specific recommendations for change, initiatives that are occurring
and flowing from OMB out to the CIO or to the agencies them-
selves. That will give me a little bit better feel and understanding
of where I think we might need to go.

Mr. LEW. I would be happy to respond.

Mr. TURNER. Thank you very much.

Mr. HoOrN. I thank the gentleman for an excellent series of ques-
tions, and I thank you, Mr. Director. Sorry to keep you so long, but
we had a lot of things to ask about and you did a very good job.

Mr. LEw. Thank you.

These are very important questions that I think are central to
what we do at OMB and in the long-term the issues we appropriate
on every year are less important than some of these broader ques-
tions, which have to do with the direction that we are going and
the challenges we face. We need to keep the forest in mind as we
are pruning the trees.

Mr. HORN. We are glad to have you here.

We now have panel two, which is the Honorable David M. Walk-
er, Comptroller of the United States.

[Witness sworn.]

Mr. HORN. Please proceed.

STATEMENT OF DAVID M. WALKER, COMPTROLLER GENERAL
OF THE UNITED STATES, U.S. GENERAL ACCOUNTING OFFICE

Mr. WALKER. Thank you, Mr. Chairman and Mr. Turner. I appre-
ciate the opportunity to appear again before this subcommittee.
This is getting to be a regular occurrence. I think it was last Friday
that I was here last.

I would like to commend this committee at the outset for its con-
tinued focus on important management issues, and its willingness
to lead by example in this regard. I can assure the taxpayers of the
United States that they are getting their money’s worth with re-
gard to this subcommittee. I commend you for your combined ef-
forts.
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I have mixed emotions about appearing at this hearing for sev-
eral reasons. We have an ongoing and constructive working rela-
tionship with OMB in order to address a number of challenges that
face Government and in order to maximize the performance and as-
sure the accountability of Government for the benefit of the Amer-
ican people.

I can note at the outset that just as GAO has a number of dedi-
cated and hard-working professionals, OMB does as well in the
area of management. However, at the same point in time, I would
note that OMB does not have a confirmed leader as Deputy Direc-
tor of Management, which is a major problem and obstacle. And
second, OMB needs to have more people focused on management
and needs to spend more time dealing with a number of major
management issues.

Mr. Chairman, we believe that the Nation is at an important
crossroads. As you know, the cold war is over and we won. In addi-
tion, we are not fighting annual battles over budget deficits every
year. At the same point in time, this is the time that we need to
start asking ourselves not only what Government does, but how
Government does business. It is this second issue that this hearing
is about: how Government does business.

Our recent strategic plan demonstrates that many of the chal-
lenges that face the Nation are growing in complexity and inter-
dependency. In fact, they have no boundaries globally, domesti-
cally, or within the Government—either in the executive branch or
the legislative branch.

While individual departments, agencies, and program managers
have the primary responsibility for strategic planning and manage-
ment, it is critically important that OMB play a role in addressing
current and emerging issues of importance, high-risk areas, and
cross-cutting governmentwide issues.

In some ways, OMB is uniquely positioned to be able to address
governmentwide management issues because they have the ability
to leverage the budget process to assure that they get people’s at-
tention. As we know, Mr. Chairman, he or she who controls the
money you better take seriously. But just having that ability has
to be followed up by exercising and having accountability and con-
sequences periodically in order for people to take it seriously.

In OMB’s discharging its responsibility, it is important that they
serve in a variety of roles. They need to be a motivator, a
facilitator, an integrator, and at times, Mr. Chairman, an enforcer.
They need to assure there are consequences if appropriate actions
are not taken.

While OMB has taken a number of steps in this regard, much
more needs to be done in the management areas. In addition, the
management issues—a range of critical management issues—need
to be an integral and ongoing part of the annual budget process.
Individuals with management expertise in the relevant areas need
to be at the table at the time these issues are considered as part
of the annual budget process.

For example, Mr. Chairman, as you know, to OMB’s credit, they
have identified a number of priority management objectives
[PMOs]. In many cases there are a lot of commonality between
their PMOs and our high-risk list or our major management chal-
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lenges and program risks. They are not synonymous. There are
some gaps. But there is a lot of overlap.

But unfortunately, a lot of these PMOs do not have clearly de-
fined or measurable goals. Therefore, it is very difficult to ascertain
progress and to know when success truly has been achieved.

You have pointed to the most recent report OMB has issued,
which is the Fiscal Year 2001 Annual Performance Plan. If you
look at a lot of their measures, they refer to “working with.” “Work-
ing with” is good, but it is not a result. It is important that we
have clearly defined and measurable outcomes as the focus of what
we are trying to achieve in a more results-oriented Government.

In addition, OMB does not have enough people with the right
skills to focus on certain critical management challenges. For ex-
ample, strategic planning, change management, information tech-
nology, and human capital. These are critical management chal-
lenges that require a level of expertise in addition to leadership
and other behavioral attributes.

Furthermore, OMB needs to expand its horizons as to how it
measures success in certain circumstances. For example, GPRA has
to be much more than an annual paperwork exercise. GPRA must
be a foundation and framework for how Government does business
every day. It must be a foundation for moving toward more results-
oriented, accountable Government.

The CFO Act is much more than clean audit opinions. As you
pointed out, sound internal controls and compliance with the Fed-
eral Financial Management Improvement Act are also important
because what the CFO Act really is all about is how to ensure that
we have timely, accurate, useful information to be able to make in-
formed decisions every day.

IT is much more than Y2K. Computer security, e-commerce,
other issues are critical important as well. And human capital—
people—represents the missing link in the Government’s effort to
try to achieve a more results-orientation. We will never maximize
the performance and ensure the accountability of the Federal Gov-
ernment for the benefit of the American people unless we spend a
lot more time on the people element, and OMB has a critical role
to play. This cannot be turned over to OPM. They can make con-
tributions. They are making contributions. But this is a strategic
issue of major importance to the Government and our Nation. OMB
needs to focus more attention on the broader dimensions of these
challenges, and they need to be able to have the human and finan-
cial capital to be able to do so.

While OMB needs to focus on a broader range of management
issues, there are several models that could be used in order to ad-
dress these different challenges. I note several in my testimony.
There are several models that have been used in the past and
should be used in the future.

Basically, we need to follow the concept. The form that is used
must follow the function that is performed. And I will be happy to
answer in questions and answers some examples of that. In the
end, it really doesn’t make as much of a difference how one is orga-
nized as whether or not you have the absolute commitment from
the top, whether you have the people, the processes, and the tech-



67

nology to make it happen and to maximize results and assure ac-
countability.

As I have stated before, Mr. Chairman, we have worked in a con-
structive fashion with OMB in the past, and where we have consid-
erable progress has been made. For example, Y2K and certain ele-
ments of financial management. We will continue to do so in the
future, irrespective of OMB’s role and their resource allocation. But
we do believe that OMB needs to place more emphasis on the “M.”
We think that is critically important.

I would also close by saying, Mr. Chairman, in addition to OMB
placing more attention on the “M,” I think it is also important that
Congress pay more attention to the “M.” This subcommittee is lead-
ing by example in that regard, but much more needs to be done by
the Congress in the area of concerted and ongoing oversight in this
area as well.

Thank you, Mr. Chairman. I would be happy to answer any ques-
tions you might have.

[The prepared statement of Mr. Walker follows:]
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Mr. Chairman, Mr. Turner, and Members of the Subcommittee:

I am pleased to be here today to discuss the role of the Office of Management and Budget
(OMB) in addressing the governmentwide management challenges facing the federal
government. In an-carlier testimony before this subcommittee on OMB’s managerial leadership,
we discussed in some detail OMB’s effectiveness in a range of specific managément areas.’ My
statement today will build on this by emphasizing the broader challenges facing the nation and
the federal government now and in the future and their implications for central leadership

approaches in general, and OMB in particular.

This hearing comes at an opportune time. As I recently testified before the Senate Governmental
Affairs Committee, it is critical to take stock of where we are as a nation and as a government.?
The newly emerging policy and management issues are truly different in kind from those we
have faced before and call for different kinds of approaches and solutions. We need to take a
comprehensive view of government's structure and role as we think about these new challenges.
How can we best provide the kind of governmentwide leadership to tackle these new problems

and opportunities?

In my statement today, I want to make a number of points:

» Meeting the governance challenges of the new century calls-for us to build on the
management reforms enacted in the 1990s to address a broader range of governmentwide
issues. Many of the policy and management challenges that face the nation and the
government are multidimensional and cross program, department, and agency boundaries.

! Government Management: Observations on OMB’s Management Leadership Efforts (GAO/T-GGD/AIMD-
99-65, Feb. 4, 1999).

* Managing in the New Millennium: Shaping a More Efficient and Effective Government for the 21° Century
{GAO/T-0OCG-00-8, March 29, 2000). .
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At the same time, sustaining real performance improvements iin government will require
transformations in the day-to-day management, cultures, and structures of many federal
agencies. —

e Asaresult, our policy development and management processes need to become more
integrated and comprehensive while at the same time promoting concerted action and support
by federal agencies and their third-party providers who bear ultimate responsibility for
delivering services to the people.

e Since the challenges we face are diverse, no single leadership strategy or structure will serve

- 'to address all of them. Rather, a variety of strategies and structures provides flexibility and
can be designed to fit the specific challenges, ranging from a central review approach to more
devolved strategies focusing on agency buy-in.

* Although meeting these challenges will require participation of the relevant departments
and/or third-party entities, OMB needs to take a more active role. OMB must take the

initiative to look across boundaries and identify both management and policy issues where
greater attention is needed and take appropriate steps to ensure they are effectively addressed.

As we consider OMB’s role, it is important to think about changes in society and the world at
large that will place new demands on management leadership. We see that to a great extent we
have succeeded as a nation in overcoming some of the central problems that have dominated
public discourse and debate in the latter part of the 20" Century. The cold war has ended and we
won. 'fhe chronic deficits that cast a long shadow over government and the economy for so many
years have been replaced with surpluses that are now projected to last for many years, assuming
no further policy actions. We should rightly celebrate our successes at this time, for they were
hard-earned and remind us that our public sector—political leaders and career civil servants alike

at many levels of government—have contributed greatly to the achievement of these ends.

At the same time that we recognize these successes, however, we face a wide range of challenges
and opportunities—both in policy and management—as we look ahead to the future. They

include globalization trends, changing security threats, new and emerging technological
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innovations, demographic changes, quality of life challenges, and government performance and
accoutitability ’i’s-"sues. These interconnected challenges and opportunities—which-haveno
borders either domestically or intemationéily;aie both exciting and somewhat daunting. The
globalization of our economy for instance not only provides new opportunities for U.S.
producers and consumers, but also raises new issues associated with our growing economic and
social interdependence and national security. Technological innovation continues to be a major
driver of economic. growth, transforming, among other things, the way we communicate, learn,
and conduct commerce. At the same time, the explosion in technology presents the federal
government with a host of new public policy and management issues associated with widespread
use of information, including the areas of computer security and personal privacy in an electronic
age. I have spoken in many forums of the challenges presented by the aging of our population
and about how we provide economic security for a growing elderly population without imposing

an unreasonable burden on workers, the economy, or the federal budget in future years.

Although the American people expect world-class public services and are demanding more of
government, the public’s confidence in the government’s ability to address its demands remains
all too low. Real constraints continue to hamper federal agencies. For example, the
development of modern financial systems is still a work-in-progress for many agencies, and the
government’s use of information technology has suffered from management weaknesses that
have resulted in widespread untapped potential to improve service delivery. Although major
reforms under way in performance, financial, and information systems management are already
showing encouraging progress, they should be viewed as a foundation that is necessary but not

sufficient to address long-standing performance issues in the federal government. Human capital
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is missing from the statutory management framework, and it is important to recognize that

people dre the Tinchipii for progress in any organization so that nothing less than a transformation -
in how we think about human capital at the fede?al level will be necessary. We must address
what amounts to an emerging human capital crisis in government. Given the importance and
interdependency of these issues, central governmentwide leadership is critical to resolving these

long-standing problems in federal management systems.

To address the challenges of the new century, however, the agenda for governmentwide
leadership must be broader and deeper. Now it is time to build on the managemem reform
initiatives of the 1990s to institutionalize real change in what the govemnient does and how it
does it. In order to transition agencies from process-oriented business practices to more of a
results orientation while taking greater advantage of technological advances will require nothing

less than a structural and cultural transformation of the federal government.

Although agency-level reforms are of critical importance, many of the leading performance goals
and missions of government transcend individual agency boundaries—and, increasingly, levels
of government or sectors of the eéonomy. The results of federal programs are realized by the
public as the sum of various and often conflicting federal, state, local, and private initiatives
addressing a problem or concern. A more comprehensive approach to sorting out and integrating
related initiatives addressing common performance goals is vital to meeting the public’s

expectations.
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IMPLICATIONS OF NEW CHALLENGES FOR THE GOVERNMENTWIDE

MANAGEMENT REFORM AGENDA

Meeting the governance challenges of the new century has wide-ranging implications for our
decisionmaking and management processes. In some respects, these issues call for more and
stronger governmentwide leadership. Many of the challenges transcend traditional boundaries
and demand a more comprehensive and coordinated decisionmaking and implementation
framework to achieve greater policy coherence, improved performance, and enhanced
accountability. On the other hand, improving government performance invariably rests on the
actions of many agencies and nonfederal third parties whose commitment to change is
uncertain—a factor that becomes more critical as the focus of management reform shifts to
improving the day-to-day management of federal agencies and programs. This all leads to a
broader and deeper definition of governmentwide management reform, making the roles and

tasks associated with it more intricate and complicated.

Management improvement has been defined by the statutory management reforms enacted in the
1990s for performance management, financial management, and information systems. As I
indicated in my previous testimony, we are still a long way from successful implementation of
these injtiatives.> Over the years, our work has shown that federal functions and programs
critical to personal and national security, ranging from Medicare to weapons acquisition, have
been hampered by daunting financial and program management problems, exposing the federal

government to waste and abuse. Since 1990, as part of our high-risk initiative, we have reported

° GAO/T-OCG-00-9.
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on specific federal activities and functions that are particularly vulnerable to waste, fraud, abuse,

and mismanagement.*

e Widespread financial system weaknesses, problems with fundamental recordkeeping,
incomplete documentation, and weak internal controls prevented the government from
having the information needed to effectively and efficiently manage operations or accurately

reporting a large portion of its assets, liabilities, and costs.

¢ Federal information systems have been plagued by huge cost overruns; schedule slippages
measured in years; and marginal benefits in improving mission performance, cutting costs,
and enhancing responsiveness. Continuing computer security weaknesses put critical federal

operations and assets at great risk.

e Underlying weaknesses in several program management areas raise inordinate risks—the loss
of billions of dollars annually due to improper payments in certain benefit programs,
difficulty in controlling tax filing fraud, inefficient and weak lending programs, and

challenges in reducing Defense infrastructure costs.

1t is increasingly clear that the enactment of statutory management reforms, while critically
important, is necessary but not sufficient to achieve sustainable improvements in government
performance. Continued perseverance in addressing statutory management reforms and the areas

that are the focus of our current high-risk initiative will ultimately yield significant benefits.

* High-Risk Series: An Update (GAO/HR-99-1, Jan. 1999).
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However, a more daunting agenda lies ahead of us if we are to bring about fundamental

improvements.

First, progress on many performance problems calls for an integrated multifunctional approach
cutting across traditional programmatic and functional boundaries. Achieving results calls for
coordinated responses from numerous public and private entities. In a recent report, for instance,
we identified widespread mission fragmentation and program overlap throughout the major
mission areas at the federal level. For example, 23 programs operated by 4 agencies offered
housing services and 26 programs administered by 6 agencies offered food and nutrition

services.®

Even more broadly, many missions are characterized by the presence of multiple tools, such as
tax expenditures, grants, loans, and direct federal spending programs. For instance, in fiscal year
2000, the federal health care mission area includes $34 billion in discretionary budget authority,
$123 biltion in entitlement outlays, $100 million in loan guarantees, and $89 billion in tax

expenditures.

The outcomes achieved by these programs and tools are in a very real sense highly
interdependent. Any debate on policy in these areas and any consideration of the management
and performance of the government should consider the broader picture of federal involvement.
However, currently some tools, such as discretionary spending, receive more scrutiny in the
budget and authorization processes than others do, such as tax expenditﬁres and regulations. In

our view, one of the main agendas for governmentwide management leadership is to promote
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more transparency and coordination across tools and programs so that the costs and performance

consequences of each can be more readily compared.

The foregoing illustrates that the management issues facing the government are increasingly
complex and wide-ranging. It also suggests how critical Congress and the President are to
governmentwide performance issues. Congressional committees often tend to favor different
approaches and too]s to address common problems. Competition among different approaches can
be productive, but we have not had a decisionmaking and oversight vehicle or forum for a
healthy debate about those different approaches. There is no neat way to separate management
from policy or from program design—especially to the public on the receiving end. T will
discuss later on how the governmentwide performance plan could provide a decisionmaking
framework to help both the President and Congress bring about greater coherence in the design

and management of our programs and policy tools.

The foregoing also suggests how intertwined management issues are with the budget process. 1
understand that over the years the debate over central management leadership has proceeded as if
budgeting and management were mutually exclusive processes. In fact, 1 think this is a Hobson’s
choice. Regardless of where the responsibility for central management leadership is located,
integration with budgeting is absolutely critical for progress in government performance and
management. I say this not just because the budget provides clout and reinforces the priorities of
féderal agencies’ management goals. Rather, the budget is the only annual process we have in
government where programs and activities come up for regular review and reexamination. If we

really believe that there is a need to reexamine what we are doing as a government and how we

* Managing for Results: Barriers to Interagency Coordination (GAO/GGD-00-106, March 29, 2000).
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are doing it, the budget process is undeniably the focal point. Moreover, good budgeting stands
to gain from being integrated with management. Good budget analysis should lead to the critical
examination of the performance and implement:;tion of federal programs. From this perspective,
the new tools provided by performance measures, audited financial statements, and information
systerms planning can help budget analysts improve their own review of competing claims and

programs within the federal government.

Second, transforming federal agencies into high-performing organizations will require that
performance, financial, and information systems and human capital reforms become embedded
in day-to-day management across government. To transition agencies from process-oriented
business practices to results-oriented ones will require both structural and cultural
transformation. High performance and accountability depend on the three enablers—people,
process, and technology—and Vtherefore it is important to focus on each of these components to

effectively enable agencies to achieve their missions and visions for the future.

The agenda for federal management reform needs to expand to recognize that both federal
agencies and nonfederal third parties play key roles in determining the results of federal
initiatives. Increasingly, the federal government has come to rely on a variety of third parties—
state and local governments, nonprofit agencies, and for-profit businesses—to achieve federal
objectives. It has done this by using a range of tools—grants, loans, tax expenditures, and
regulations—to engage third parties as the workhorses of our federal system, rather than using

federal employees to directly implement national programs. Third-party government presents
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diverse accountability challenges. In addition, the goals and interests of these third parties may

conflict with national goals and interests.

The choice and design of the tools for a program at its inception play a large role in influencing
the performance achieved through the complex networks of third parties. This is why program
design should be seen as a gritical part of the management agenda. As we seek to manage
programs indirectly and often at some distance from the client, we must pay attention to how
relatively mundane program requirements affect actual results. The uncertainties between the
creation and the outcomes of programs have probably grown over the years as the federal role
has become more ambitious and as delivery networks have grown more complex. One analyst
described the governmental policy processes as “ready, fire, aim” —we initiate programs armed
with imperfect information and revise our approaches as we gain experience and feedback. His
point here was not that we should wait for perfect information—which would be impossible-—
but that we need a way to get feedback and adjust in response. The Government Performance
and Results Act (GPRA) is designed to help agencies sort out and measure the strategies used to
achieve objectives, whether directly through federal action or indirectly through third parties.

GPRA provides a feedback mechanism about the extent to which agenciés achieve their goals.
EVOLVING APPROACHES TO ADDRESS GOVERNMENTWIDE ISSUES
As the governmentwide management reform agenda broadens and deepens, we must recognize

that the complexity of the issues suggests that taking a single institutional or structural approach

to the leadership of the governmentwide management agenda would not be appropriate—one

10
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size does not fit;all types of situations. The simple assignment of responsibility, by statute or
executive order, to a'single central organization does not fit with today’s complex agenda.
Although the leadership and oversight of the éﬁﬁre agenda may be vested in a single office, we
should not expect that office to have the capacity, competency, or the base of political support
necessary to promote this agenda across the board. Rather, a mix of different leadership

_approaches and styles must be tailored to the unique and vastly different issues to be addressed.

Primary responsibility for addressing the fundamental performance challenges facing the
government rests in no small part with the federal agencies and their third-party partoers. Central
leadership at the governmentwide level can provide the impetus for change, but agencies and
their networks must actually implement the reform agenda for meaningful change to occur—and
that means we must find a way to get théir “buy-in” and sustained commitment. It also bears
repeating that Congress is an essential part of the leadership. It can either reinforce or frustrate
the implementation of reforms and other needed changes. In this regard, congressional oversight
is key to ensuring that continuing progress is made to maximize the government’s performance

and ensute its accountability.

A Variety of Approaches Provides Flexibility in Addressing Management Issues

Both Congress and OMB have developed a set of approaches to address the different
governmentwide management issues. Although it is still too early to reach definitive conclusions
about success, these different approaches, sometimes used in combination with one another, have

shown promise in dealing with many difficult problems.

11
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The “single central leader” approach was used for the year 2000 computing crisis. The
President appointed an assistant to deal with year 2000 issues in the federal government and
to coordinate with other sectors of the world economy, both here and abroad. This was a
time-critical issue fhat was a high priority for agencies, the President, and Congress.

Appointing a high-level official outside OMB provided leverage and visibility for this role.

The “council” approach can help foster communication across the executive branch, build
commitment to reform efforts, tap talents that exist within agencies, focus attention on
management issues, and initiate improvements. In the case of the Chief Financial Officers
(CFO) Council, implementing these reforms involves sharing best practices and expertise
among agencies to achieve changes over a span of several years. Similarly, the Chief
Information Officers (CIO) Council provides a forum for senior officials to interact and work
towards achieving strategic information technology (IT) performance goals, improving work
processes, integrating information technology architecture, and strengthening IT knowledge,

skills, and capabilities.

A “task force” approach offers the benefit of an interagency council for technical or short-
term tasks. This approach can bring expert knowledge outside of the federal government to
bear on management problems and to concentrate federal efforts in addressing relatively
narrow crosscutting issues. For example, 17 Offices of Inspectors General recently reviewed

non-tax delinquent debt in order to highlight the importance of federal agencies’ compliance

12
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with statutory debt collection requirements. Capital planning for federal assets also used a

task force approach.

The “lead agency” approach can be effective in developing compleméntary goals; mutually
reinforcing strategies; and where appropriate, common performance measures when policies
cut across agencies and programs. An example is drug control, where responsibilities for
governmentwide leadership have been assigned to a particular agency (the Office of National
Drug Control Policy-—ONDCP) outside of OMB. ONDCP is the President’s primary policy
office for drug issues, providing advice and oversight of drug programs and coordinating
development.of the President’s National Drug Control Strategy. By developing a national
drug control strategy, ONDCP has been able to enlist the support of federal agencies as well

as nonfederal partners, such as state and local governments and the private sector.

The “integrated” approach can help achieve a more cohesive picture of government
performance. To portray and analyze the performance of the federal government
comprehensively, an integrated approach includes all federal strategies and tools—including
tax expenditures and regulations—with key agency performance goals associated with
federal spending. For example, OMB reviews agency performance plans within the context
of agency budget requests. Implementation of GPRA requires leadership on the part of CMB
to ensure that performance data are used to inform budget decisions and that agencies take

GPRA seriously and use it to run their organizations.

13
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The “partnership” approach offers various models in which other actors help articulate
central leade-rship initiatives. The National Partnership for Reinventing Government,
formerly known as the National Performance Review (NPR) for instance, played a key role
in encouraging agencies to develop customer service standards. Another type of partnership
provides a vertical approach to management and accountability for programs and policies
implemented by third parties: The President’s Management Council is chaired by OMB’s
Deputy Director for Management and includes Chief Operating Officers or equivalents from
major agencies. Its agenda includes setting priorities, identifying and resolving cross-agency
management issues, and establishing interagency task forces to transform governmentwide
systems. Performance-based intergovernmental partnerships allow the federal government to
extend its management role beyond its workforce. In exchange for greater recognition and
say in the design and implementation of programs, states and others are held to agreed-upon
results. When successful, this approach can improve service and lead to greater

accountability.

The “central review” approach can be used to resolve potential conflicts stemming from
differing perspectives or goals within the executive branch. For example, OMB brings a
presidential, rather than single agency, perspective to its reviews of major regulations. The
regulatory side of OMB’s Office of Information and Regulatory Affairs acts on 3,000 to
5,000 information collection requests from agencies per year, reviews about 500 proposed
and final rules each year, and is responsible for calculating the costs and benefits of all

federal regulations.

14
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This list is not meant to be exhaustive, but rather suggestive, of the variety of approaches that has
evolved to address emerging issues. Although each approach is inevitably linked to the budget
process in some manner, OMB’s role varies conéiderably in terms of control and oversight. In
some cases the importance of agency buy-in and the need for longer-term development of
capacity to fully implement needed changes argue for a devolved approach. In other cases,
conflicting goals and/or the time-sensitivity of the issues may demand more centralized

approaches.

Emerging Issues Use Several Approaches

Our policymaking and management processes need to become more integrated and
comprehensive if we are effectively to address current and emerging issues. Multiple approaches
can bring together the various competencies and capacities needed to address a particular
situation. Computer security is the first of three examples demonstrating the complexity of
problems facing the federal government that can no longer be met by anything short of a broad-

based, integrated approach.

e Computer Security: The dramatic increase of computer interconnectivity—while facilitating
communications, business processes, and access to information—has increased the risk that
problems affecting one system will also affect other connected systems. Massive computer
networks provide pathways among systems that, if not properly secured, can be used to gain

vnauthorized access to data and operations.

15
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The administration’s recently released Defending America’s Cyberspace: National Plan for
Informatioﬁ Systems Protection discusses various proposals to protect critical information
assets and infrastructares. The plan cléariyA recognizes OMB’s core responsibility for
managing federal computer security and information technology. The administration’s call
to action through this plan’s development indicates a heightened concern over cyber-security
and provides a basis for increased oversight. OMB has a role in ensuring agencies fulfill
their obligations to set and evaluate meaningful controls over their information environment.
At the same time, this plan recognizes that the effort to safeguard information systems is

well beyond the capacity of one agency to manage.

The plan introduces or formalizes a number of new entities, interagency working groups,
and projects that will have to be integrated into the existing framework of computer security
activities. Examples of these new entities and efforts include an Expert Review Team for
evaluating agency infrastructure protection plans, a Federal Intrusion Detection Network,
and an interagency working group on system security practicés. The lead agency approach
may be appropriate for some of these activities, such as the Expert Review Teamn, which
anticipates giving the National Institute of Standards and Technology the lead in assisting
agencies governmentwide. For other activities, the plan focuses on developing a public-
private partnership. Information sharing about actual threats and vulnerabilities is one area
where partnerships can provide for the common defense of the infrastructure. Because of the
number of entities involved (some established by law, some by executive order, and others
with less formal mandates), strong and effective leadership will be essential to ensﬁre that

their efforts are appropriately linked with broader computer security efforts.

16
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e Human Capital Initiatives: An organization’s human capital policies must be aligned to
support its shared vision—that is, the miss.it;g,kvision for the future, core values, goals, and
strategies—by which the organization flas defined its direction and its expectations for itself
and its people.” To meet the changing environment, federal agencies need to give human
capital a higher priority than ever before and rethink how their workforces are developed and
deployed to enhance achievement of organizational performance goals. Two principles are
central to the human capital idea: investing in employees and aligning “people policies™ to
fulfill the organization’s shared vision. The civil service has been evolving to be more and

more decentralized.

OMB is using the integrated and central review approaches to oversee agencies’
development of their strategic and annual performance plans under GPRA. OMB
should try to ensure that agencies have well-thought-out strategies, in particular that
they have integfated human capital planning into their strategic planning processes.
Using an integrated approach OMB, along with congressional oversight, can
encourage discussion of agency efforts to ensure that they have the needed human
capital and that the agency’s human capital strategies are linked to strategic and
programmatic planning and accountability mechaniéms. It is the agencies’
responsibility to rethink how their workforces are developed and deployed to
enhance achievement of organizational performance goals. Of course, the Office of
Personnel Management has an important role to play in helping agencies develop
effective tools and strategies, and we believe that this leadership can be

strengthened.

17
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Using a central review approach, OMB has the opportunity in many cases to directly
influence agencies’ human capital management practices through its oversight of agencies’
budgets. OMB can, for example, review the adequacy of agencies’ workforce planning and

resource levels to meet targets and goals.

Using a partnership approach, the NPR illustrates another approach that can also be used to
significantly influence human capital matters. NPR supports, for instance, partnership efforts
between agency managers and unions and one of its recommendations led to the
establishment of Partnership Councils in several major agencies to enhance labor-

management relations.

Crosscutting Issues: Our work has repeatedly shown that mission fragmentation and
program overlap are widespread in the federal government and that crosscutting program
efforts are not well coordinated. It also has shown the importance of coordinating these
programs. Without such coordination, scarce funds are wasted, program customers are

confused and frustrated, and the overall effectiveness of the federal effort is limited.

As part of an integrated approach, one strategy that OMB could use is the governmentwide
performance plan, which is a key component of GPRA, to address more cohesively the
various programs and tools contributing to broad federal performance goals. It could also be
used to more clearly relate and address the contributions of alternative federal strategies.
Agencies, in turn, could use the annual performance planning cycle and subsequent annual

performance reports to highlight crosscutting program efforts and to provide evidence of the

18
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coordination of those efforts. Under a central review approach, OMB could also help to
ensure that agencies develop common or complementary performance measures. In
addition, the council approach could invoivé the (10 Council in efforts to encourage data-
sharing and other ways 1o employ information technology to reduce fragmentation and

overlap.

The more routine intégration of performance measures and information should, over time, .
also help facilitate this kind of debate in the budget process itself. GPRA provides for such
integration through the program activity structure of the federal budgét, but in many cases
thé program activities need to be better aligned with the goals in performance plans to
prompt performance-oriented budgeting.5 In some cases, agencies may need to develop
effective crosswalks between strategic plans and the budget; in other cases, agencies and
Congress may decide to change the program activity structore in the budget. Improved
financial reporting and auditing, as required by the CFO Act, will further strengthen the cost
basis and reliability of data underlying the link between performance information and the
budget. But GPRA should not be expected to eliminate the conflict inherent in the political
process of resource allocation; and final decisions will appropriately take into account many

factors, including performance.”

° Managing for Results: Opportunities fof Continued Improvements in Agencies’ Performance Plans
(GAO/GGD/AIMD-99-215, July 20, 1999); and Managing for Results: An Agenda To Jmprove the Usefulness
of Agencies’ Annual Performance Plans (GAO/GGD/AIMI-98-228, Sept. 8, 1998).

19



88

THE CENTRAL LEADERSHIP CHALLENGE

In short, Mr. Chairman, we face a dauntiné set of governmentwide management challenges and
issues. Although one single approach and structure is not going to suffice for all of these issues,
we do feel that a strong central focal point is critical to provide the leadership across the range of
issues. Our system has shown the ability to respond well once something becomes a management
crisis—for example, the response to the Year 2000 computing problem. However, many of the
more long-term and chronic management problems—such as those on our High-Risk list—
require sustained attention over many years to be successfully resolved and to avert crises from
happening in the first place. Unfortunately, such management issues often generate limited
interest on a daily basis and may not receive sustained attention from top officials. We face the
very real danger of having the urgent drive out the truly important because Congress, the
Executive Office of the President, and the agencies all have many competing priorities

demanding their attention.

A central focal point can play the essential role of ensuring that our system sustains attention to
management and other crosscutting issues needed to improve government performance.
Increasingly the challenges that we face are multidimensional problems that cut across numerous
programs, agencies, and governmental tools. Although the respective departments and agencies
should have the primary responsibility and accountability to address their own issues, central

leadership has the responsibility to keep everyone focused on the big picture by identifying the

" Performance Budgeting: Past Initiatives Offer Insights for GPRA Implementation (GAO/AIMD-97-46,
March 27, 1997).
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agenda of governmentwide issues needing attention and ensuring that related efforts are

complementary rather than duplicative.

The challenge is to decide which approach—or mix of approaches—is most appropriate to
building and sustaining the support necessary to resolve a given management problem over the
long term. The real responsibility for addressing these problems rests with the departments and
agencies and the networks of third parties they rely on to delivery program services. As I have
stated before, the support of agencies is particularly critical if we are to transition government to

more results-oriented business processes, structures, and cultures.

Accordingly, the task facing central leadership is not to fulfill the nearly impossible role of
identifying and resolving all major problems itself. Rather, it is to serve as the catalyst and
strategist to prompt agencies and other critical players to come to the table and take ownership
for addressing the agenda of governmentwide management issues. As we have discussed, a
number of approaches are already used in which OMB plays a more supportive role, thereby
emphasizing and reinforcing the accountability of departments and agencies to take ownership
and implement needed changes. If well-chosen and managed, these approaches have the potential

for expanding the capacity of our system to address pressing management issues.

These strategies reinforce the point that any central leadership focal point is ultimately dependent
on support from others in the system to achieve a sustained focus and lasting results. Experience
from the past suggests sustaining support for the implementation of governmentwide initiatives

is dependent on support from four critical actors.
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¢ Top management support and commitment within both OMB and the White House is often
critical to providing a focus on governmentwide managerment issues throughout both the
budget process and the executive agencies themselves. As our study of OMB 2000 pointed
out, management and performance measurement issues gained considerable attention in the
budget formulation process initially because of the clear commitment of OMB’s leadership.®
- However, top leadership’s focus can change overk time, which can undermine the follow-

through needed to move an initiative from policy development to successful implementation.

* A strong linkage with the budget formulation process is a key factor in gaining serious
attention for management initiatives throughout government. Management initiatives need to
be reflected in and supported by the budget. Many management policies require budgetary
resources for their effective implementation, whether it is financial management reform or
information systems investment. Furthérmore, iniﬁatives such as GPRA seek to improve ‘
decisionmaking by explicitly calling for perfoﬁnance plans to be integrated with budget
requests. We have found that previous management reforms, such as the Planning-
Programming-Budgeting-System and Management by Objectives, suffered when they were

not integrated with routine budget presentations and account structures.

e Effective coordination and collaboration with the agencies—through such approaches as task

forces and interagency councils—has, as I have noted, emerged as an important central

® Office of Management and Bﬁdget; Changes Resulting From the OMB 2000 Reorganization
(GAO/GGD/AIMD-96-50, Dec. 29, 1995).
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leadership strategy in both developing policies that are sensitive to implementation concerns

and gaining consensus and consistent follow-through within the executive branch.

Support from Congress has proven to be critical in sustaining interest in management
initiatives over time. Congress has, in effect, served as the institutional champion for many of
these initiatives, providing a consistent focus for oversight and reinforcement of important
policies. In fact, a study of management reforms over the postwar period found that the
responsibility for initiating management reforms shifted from the president to Congress since
1978, although it was recognized that the executive branch in general, and OMB in
particular, played important roles in developing these statutory approaches.” For example,
Congress’—and in particular this Subcommittee’s—attention to the Year 2000 problem,
information management, and financial management has served to elevate these problems on

the administration’s management agenda.

Any number of organizational arrangements is possible, but I believe that OMB can serve as the

executive branch’s management focal point. However, several additional steps must be taken by

OMB for governmentwide management issues to be effectively addressed. First, OMB needs to

take more initiative in setting the agenda of governmentwide issues. Crosscutting issues such as

human capital, computer security, and program fragmentation call for a more decisive and

assertive OMB role in defining the problem, developing appropriate strategies and approaches to

implementation, and overseeing progress. As I have noted, this often might entail devolving

principal responsibility to others, such as federal agencies, with OMB serving more as a catalyst

and convenor. In other cases, more active encouragement and review might be called for,
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including such activities as developing guidance, benchmarking, and disseminating best

practices.

OMBR can take more advantage of the new governmentwide management reforms as leadership
tools, For instance, the governmentwide performance plan has great promise to provide a
decisionmaking framework for considering crosscutting policy, program, and management
issues. The process of preparing the plan can help proﬁlpt decisionmakers to focus on the relative
contributions of programs and tools addressing common performance goals. The planning
process can, thus, present tradeoffs for decisionmakers that cut across conventional program,

department, and OMB organizational lines.

I recognize that positioning OMB to be an effective focal point for governmentwide management
issues may raise issues about OMB’s capacity and resources to do the job. First and foremost,
there is a need for a confirmed Deputy Director for Management to provide a champion for
management issues at the highest levels of OMB. OMB also needs to understand how its ‘
organization affects its capacity to provide sustained management leadership. In our 1995
assessment of OMB 2000, we recommended that OMB review the impact of its reorganization as
part of jts planned broader assessment of its role in formulating and implenienting management
policies for the government, OMB has not formally assessed the effectiveness, for example, of
the different approaches taken by its statutory offices to promote the integration of management
and budget issues, nor has it formally assessed the skills and trainin 4 of its program gxamining
staff, Additional targeted resources could uitimately be part of a broader strategy to enhance .

OMB’s leadership capacity.

¢ Paul Light, The Tides of Reform: Making Government Work 1945-1995 (Yale University Press, 1997).
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CONCLUSIONS

In summary Mr. Chairman, the government faces important challenges and opportunities as we
look ahead to the future. Many of these issues call for an integrated and comprehensive approach
if we are to make real sustainable progress in improving performance governmentwide. Marked
changes in federal agencies’ workforce, technology, cultures, and service delivery netwo;ks may
very well be necessary as well. These kinds of changes call for an effective central leadership
focal point that can both identify the agenda of governmentwide management issues and prompt
concerted action and support by federal agencies and other actors who bear ultimate

responsibility for delivering services to the American people.

Although we have suggested a central focal point in the executive branch, Congress is clearly a
key player in improving gdvemmentwide performance as Weii, and its leadership in enacting
governmentwide performance, financial, and information management reforms has already had a
substantial impact. Congressionél oversight of individual programs and agencies is also
absolutely vital to promoting and sustaining needed performance improvements. The new
performance and financial information arising from récent management reforms will provide
new opportunities for congressional oversight to identify weaknesses and reinforce programs that
are working effectively. For instance, the performance reports recently issued by agencies should

help Congress pinpoint problems more systematically.
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However, just as we are challenging the executive branch to strengthen its focus on crosscutting
issues, so too should Congress consider approaches to enable it to more effectively address
common performance and Iﬁanagement issues that cut across its own jurisdictional and
commnittee boundaries. Elsewhere, I have suggested that Congress could use the governmentwide
performance plan as a starting point to prompt a more concerted oversight agenda to focus its
attention on the most pressing crosscutting management concerns and alternative strategies
offering the greatest promise to achieve performance goals and federal missions. A more
coordinated congressional oversight agenda could be identified by the oversight committees of
each chamber and possibly in a “congressional performance resolution” linked to the budget

resolution.’

Ultimately, the broad-based and rapid changes confronting government may call for a longer
term and mofc fundamental review of the structure for major fedéral activities and the processes
used for service delivery, decisionmaking, and oversight. We stand at an important crossroads,
and the new challenges may indeed call for a comprehensive reexamination of what government
should be doing and how it does it. Freed of the constraints of the cold war and chronic deficits,
this current situation may provide a golden opportunity to review the légacy of existing activities
and programs with an eye toward weeding out or reforming those proven to be cutdated and
fyecing up resources to address emerging needs. A recently proposed Commission on

Government Restructuring offers one mechanism to institute such a systematic reexamination.

* Budget Tssues: Effective Qversight and Budget Discipline Are Essential—Fven in a Time of Surplus
(GAO/T-AIMD-00-73, Feb. 1, 2000).
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We at GAOQ are ready to assist both Congress and the executive branch in addressing the agenda
of important governmentwide management issues facing us. Our work, including our
Performance and Accountability and High-Risk Series, the Budget Implications reports, as well
as other information and issues identified in our Strategic Plan tould help identify the agenda of
key issues as well as potential solutions to improve performance for key areas of government.'!
‘When our work is coupled with the GPRA plans and reports, financial audits, the work of
inspectors general, and other government reports, we can engage both Congress and the
executive branch in constructive partnerships to make real and sustainable progress in improving

government performance.

This concludes my statement. I would be pleased to answer any questions that you or other

Members of the Subcommittee may have.

' Performance and Acequntability Series: Major Managernent Challenges and Program Risks (GAO/OCG-
99-228ET, Jan. 1999), and Budget Issues: Budgetary Implications of Selected GAO Work for Fiscal Year

2001 (GAO/OCG-00-8, March 2000).
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Mr. HorN. Thank you.

As usual, you come well prepared and you have a very fine pro-
fessional force that backs you up in the General Accounting Office.

Director Lew testified that agencies should not be expected to
meet all their stated goals. He also said that OMB is making
progress coordinating the Results Act implementation.

What are your reactions to his comments?

Mr. WALKER. First, I think it is important that you set
stretched—but attainable—goals. You don’t want to set goals that
are so easy to meet that they are a lay-up. I think you do want
to try to stretch people. But you want them to be attainable. There-
fore, I believe that a vast majority of the goals that you set for a
particular year should be achieved.

I think progress is being made with regard to the Government
Performance and Results Act, but I don’t think it is anywhere near
where it needs to be. I think people still viewing GPRA too much
as an annual paperwork exercise rather than recognizing that this
is the foundation for how they ought to be operating. People need
to recognize that in addition to preparing these plans, they need to
effectively change the way they do business consistent with these
plans in order to focus more on outcomes rather than outputs and
to focus more on results rather than processes.

Mr. HORN. Have you and your colleagues in the General Account-
ing Office had a chance to assess OMB’s fiscal year 2001 plan and
the fiscal year 1999 performance report?

Mr. WALKER. We have looked at it on a preliminary basis. We
haven’t completed it. I would say that the plan that I just referred
to, which is the 2001 plan—our preliminary review is that we are
somewhat disappointed. While clearly they prepared it and it did
meet the required timeframe, some of the goals and measures were
not as clearly defined and as measurable as they should be. And
candidly, I question whether they met their own standards for
what the agencies are supposed to do.

I think it is important for us at GAO, being the lead accountabil-
ity organization, as well as for OMB, being the representative of
the President in this area, to lead by example. So we haven’t fin-
ished our review, but it is somewhat disappointing.

Mr. HORN. Director Lew also testified that he would not separate
management from the Office of Management and Budget because
the budget issues drive the management ones.

What are your reactions to those comments?

Mr. WALKER. Well, Mr. Chairman, I have mixed emotions about
whether or not to separate management from budget. I care more
about the result and what needs to be done rather than how it gets
done.

In theory, having the ability to leverage the budget process is a
powerful tool. If properly exercised, I think it is desirable to keep
them together. In practice, I think that we have seen that the “M”
has been clearly secondary to the “B.” I think there are different
ways we can try to achieve more equilibrium. If we don’t see more
leveraging of the “B,” then other alternatives need to be looked at.
But I care more about focusing more of the right kind of skills and
attention on the “M” than what the organizational structure is.
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Mr. HORN. Your shop, the General Accounting Office, has done
a marvelous job over the years at the beginning of each Congress
to give us a high-risk series. Could you sort of summarize the five
most important things that the executive branch, regardless of
party—you can go back to 1991, if you want to—what is happening
on that front? Are they listening to the General Accounting Office,
which is part of the legislative branch? We depend on you very
greatly for the fine work that you do. But what about some of these
high-risk series? Are they just reports that gather dust for Ph.D.
students to analyze? Or is the executive branch taking it seriously?

Mr. WALKER. OMB has reviewed our high-risk list. They are
aware of it. In fact, with regard to the priority management objec-
tives, most of the items—mnot all, but most—that are included in
our high-risk list are addressed one way or the other in the priority
management objectives. A couple of examples of ones that are not
included would be the farm loan programs and NASA contracting
activities.

Yes, it is on their radar screen. As you know, Mr. Chairman, not
many of these areas have come off the high-risk list—not as many
as we would like—and in some cases they represent problems that
it took years to create it and will take years to get them off. I do
think it is important—as part of the agencies’ performance plans,
as part of the budget process and as part of the oversight process
in Congress that this be one of the central elements that contin-
ually gets focused on as an important area. What kind of progress
is being made in order to eventually deal effectively with these
areas?

Mr. HOrRN. What are the worst cases that we have? Medicare is
certainly one under the high-risk, but what else is there?

Mr. WALKER. There are a number. Computer security is one that
I know is of interest to yourself and Mr. Turner, in particular. That
is an area that, quite frankly, I would say is bigger and more im-
portant than Y2K. Why do I say that? I say that because it relates
not just to national security and economic security issues—those
are obviously important in and of themselves—but it also deals
with personal privacy. When you are talking about health records
and financial records and things that individuals hold close and
very dear to themselves, it cuts very close to the bone.

Acquisitions, DOD management—whether it be financial man-
agement or whether it be acquisitions at DOD—major challenges.
Much more needs to be done, and frankly, we are never probably
going to get a clean opinion on the Government’s financial state-
ments until DOD gets its act together. And while DOD is clearly
an “A” in fighting and winning armed conflicts, which is their pri-
mary mission, they are a “D” at best with regard to economy and
efficiency.

Those would be some examples, Mr. Chairman.

Mr. HORN. Well, I am glad we agree on that. I once held a hear-
ing, what did you do with the $25 billion we can’t find? We gave
them a couple of years and they finally got the inventories matched
with the combined various purchase orders and all the rest and got
it down to $10 billion. But you are right, that is a real mess. And
the first Secretary, Mr. Forestall, should have said, we are not
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going to have 149 different accounting systems, we are going to
have one. I don’t know how many they have now.

Mr. WALKER. For the record, Mr. Chairman, let me say that we
have been somewhat encouraged by what we have seen at DOD
over the last year or two. They do seem to be taking these issues
more seriously, but they have a long way to go.

Mr. HORN. Let me just mention one more question and then I
will have Mr. Turner the rest of the time.

Please elaborate on the point you made in your written testi-
mony, “OMB has not formally assessed the effectiveness of the dif-
ferent approaches taken by its statutory offices to promote the inte-
gration of management and budget issues.”

How does this comport with the argument that budget and man-
agement must go hand in hand?

Mr. WALKER. There has been clearly some linkage in the past—
and we issued a report within the last couple of years. That report
looked at to what extent there has been some linkage between
management and budget issues—and we noted that there had been
greater linkage recently than there had been in the past. My point
is, not nearly enough.

And there hasn’t been enough considered analysis of how best to
go about doing that, which I think is important.

Mr. HORrN. I thank you and turn back my remaining minute and
a half and 10 minutes to the gentleman from Texas, Mr. Turner.

Mr. TURNER. Thank you, Mr. Chairman.

Mr. Walker, you heard my questions directed to Mr. Lew. My
first question to you, you have already answered. I was going to
ask you if there was a need for greater emphasis on information
technology and its utilization. That was one of your four items that
you placed as areas of great need in our Federal Government.

I was looking through your written statement and it is replete
with thoughts about the importance of the emphasis on information
technology. One of your statements is, “The Government’s use of
information technology has suffered from management weaknesses
that have resulted in widespread, untapped potential to improve
service delivery.”

Then later in your written statement you begin to discuss the
various approaches to provide flexibility in addressing management
issues. And you list several that I won’t go into, but things like the
single central leader approach, the council approach, the task force
approach, etc.

I want to thank you, at the outset, for the help your staff has
given me. Dave McClure and Jack Brock have been working with
me and my staff to try to address the issue I discussed at length
with Mr. Lew. For that I am very grateful. They are outstanding
individuals and they bring a lot to the issue. It has been very help-
ful and I appreciate them working through this with me and help-
ing me draft some proposals.

But let me just ask you, as a beginning point, if you can articu-
late your opinion regarding the way OMB addresses the issue of in-
formation technology. And in particular, Is it fulfilling the role of
developing and implementing long-term information technology for
the Federal Government?
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Mr. WALKER. This is an area that OMB had been placing effort
on, but frankly, they don’t have enough people with the right type
of skills to get the job done here. You mentioned before about
OIRA, for example. The answer Director Lew gave was that OIRA
has responsibility for the information technology area. At the same
point in time, if you listened—which I am sure you did—to all the
different responsibilities that OIRA has, all very important, but
very diverse responsibilities. Then if you look at how many people
OIRA has to be able to accomplish those responsibilities and if you
look at the skills it takes in order to be successful in addressing
each of those, they have almost an impossible task.

We clearly need more focus on information technology. We need
more skills in this area. We need to raise the profile of this issue.
But I think there are different ways to accomplish that end. OMB
is trying to do the best with what it has, but they need to do a lot
more.

Mr. TURNER. In your testimony a moment ago, when you were
discussing ways the Federal Government should address some of
these issues—information technology, human capital, and the oth-
ers that you mentioned—the first thing you said was that there
needed to be an absolute commitment from the top. As you heard
from my questions to Mr. Lew, that is really the place where I
begin as well, trying to figure out how we can structure something
that would put information technology in the hands of someone
who actually had that commitment from the top to do the job, long-
term information technology planning and implementation.

You have two able staff members working with me, but I would
invite you—if you have any thoughts of how, perhaps, we should
structure our approach to dealing with this information technology
issue—I have been pretty forthcoming regarding my suggestions.
Y01211 Iioted the reluctance of OMB with regard to the Koskinen-type
model.

Do you have any thoughts? I welcome your input and your sug-
gestions.

Mr. WALKER. Let me give you several thoughts, Mr. Turner.

First, as I mentioned before, form has to follow function. There
are various different forms that you can use in order to try to ad-
dress a management challenge, and they are noted in my testi-
mony. But part of it has to do with the function you are trying to
achieve.

I would say that in the information technology area we have cer-
tain short-term needs and certain recurring needs. One of our
short-term needs is that we really need to raise the visibility, and
raise the priority of a range of challenges in the area of information
technology. Computer security is one example and e-commerce is
another example. They are related, but not the same issue.

Therefore, one might say, “How best can that be done in order
to jump start it, in order to get the attention of all the persons in
the Government—and in some cases outside the Government—that
need to be mobilized?” That means cabinet officials as well. There-
fore, one might make an argument that there might need to be
some focal point similar to a John Koskinen-type situation in order
to get this thing going, and in order to get it focused, and in order
to try to achieve certain measurable milestones.
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However, there clearly is a recurring need in the area of informa-
tion technology, in the area of knowledge management, for exam-
ple, within the Government. There is clearly a recurring need for
a CIO, and for that CIO to be able to have high-level visibility and
support. And that is not something that I think in and of itself
would necessarily call for the czar model or the special assistant to
the President model.

You may want to think about the different roles and functions
that need to be achieved and what we are trying to accomplish over
what timeframe. There might be more than one model that would
make sense, depending on the functions that are involved.

Mr. TURNER. When you mention the CIO, are you referring to the
concept of a Federal CIO that would have oversight over and the
relationship of all the agency CIOs that are already provided for
in present law?

Mr. WALKER. That is correct, Mr. Turner. That is a recurring
need. That is a recurring function. And one could argue, as Direc-
tor Lew did, whether or not you need a czar-type function because
a lot of the activities the czar will be doing will be recurring in na-
ture. Unlike Y2K where you had a date certain that you knew you
were going out of business shortly after that date certain—either
you got it right or you didn’t and you would know, then there is
a market test, and then you could end up closing that down.

In the case of some of the activities in computer security and e-
commerce, it will be ongoing. At the same point in time, I think
that what you can say is, do you need to do some things differently
to get it started, to get it on the right track, and then to put it back
to another function and merge it with the CIO and recognize that
it is part of ongoing responsibility. You might need to do something
supplemental in order to jump start it.

Mr. TURNER. Maybe a short-term, year-long effort to place em-
phasis on it through some special high-profile type individual, but
also in conjunction with that there should be a Federal CIO that
would have ongoing, continued responsibility?

Mr. WALKER. I think you might want to consider that. As far as
the length of time and the scope of responsibility, that is something
that obviously deserves additional consideration and deliberation.
It is tough to get a whole lot done in a year, especially by the time
you get the thing started. But I think that is something you may
want to consider.

Mr. TURNER. It could be a Federal CIO and this individual that
is going to elevate the profile of the issue for a shorter period of
time. Could that perhaps be the same person?

Mr. WALKER. It is possible that it could be the same person. And
I think part of it has to do with what is trying to be accomplished.
Whoever it is, obviously, is going to have to have a tremendous
amount of support. And as Director Lew talked about, John
Koskinen is one person. John Koskinen had to have the support of
OMB, he had to have the support of the CIOs in all the different
departments and agencies, and ultimately whoever has this respon-
sibility or these responsibilities is going to have to have some
backup support both on the central basis as well as decentralized.

Mr. TURNER. As you could tell from Mr. Lew’s testimony, it is
going to be somewhat of a problem to be sure we structure such
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a proposal so that we can get—as you pointed out in your written
statement—the buy-in of OMB to this idea as well as the buy-in
of the various agencies and CIOs in those agencies. But I am con-
fident that your staff has the expertise to help us do that. I would
like to thank you again for your efforts to help move us in that di-
rection.

Mr. WALKER. Thank you, Mr. Turner.

I might also note that while I agree with Dr. Lew that OMB has
outstanding staff, I would hold the GAO staff up against them.

Mr. TURNER. Thank you.

Mr. HorN. I thank the gentleman for that round of questioning.
I think we have gotten very good answers from both you and Mr.
Lew.

General, we don’t need to detain you any longer since we have
had you on a number of committees here and working through the
performance issues. We appreciate very much you coming up. I
particularly enjoyed seeing your accountability study. That is a
good masterpiece and you do have a first-rate staff that does these
things.

I am interested, obviously, in the measurement and what is a
measurement while we are looking at some of these programs. I
asked OMB if they had a unit to deal with that, so I may as well
ask you, does the General Accounting Office have a unit that is
functioning in that area?

Mr. WALKER. We have an Office of Quality and Risk Manage-
ment. That unit, combined with our different operating units,
works together to try to define appropriate measures. You men-
tioned, Mr. Chairman, that we just published our first accountabil-
ity report, which really ought to be called a performance account-
ability report. Even in that, while we are trying to lead by exam-
ple—and we think we are in that report—there it is.

Mr. HORN. That is Thomas Jefferson’s memorial, correct?

Mr. WALKER. That is right. In fact, it includes a quote from
Thomas Jefferson in 1802 on the inside cover talking about the im-
portance of effective Federal financial management. It took us a lit-
tle while. We are still not there yet, but we are working on it. That
was 1802.

Mr. HORN. Here it is, April 1802. “I think,” said Thomas Jeffer-
son, “it is an object of great importance to simplify our system of
finance and to bring it within the comprehension of every Member
of Congress. The whole system has been involved in impenetrable
fog. There is a point on which I should wish to keep my eye, a sim-
plification of the form of accounts, so as to bring everything to a
single center.”

He was quite a President. He was the first one to impound
money when the Army had too many barrels of oats and not
enough horses to eat them up. So he just impounded it. That is
what Presidents ought to have now, sometimes.

Mr. WALKER. And let me just say that even for our report, while
we are very proud of it—we are getting a number of positive com-
pliments back—and while I might note for the record, Mr. Chair-
man, I believe on your grading scale, we would have gotten an “A.”
Of course, we wouldn’t want anything less than an “A.”
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The fact of the matter is that we are constantly looking at how
we can revise ours and how we can improve ours. We all need to
be doing that.

So, thank you, Mr. Chairman.

Mr. HORN. We thank you. Thank you very much for coming.

We now go to panel three: Mr. James C. Miller III, counselor,
Citizens for a Sound Economy; Mr. Dwight Ink, president, emeri-
tus, Institute of Public Administration; and Mr. Herbert N. Jasper,
senior associate, McManis Associates.

[Witnesses sworn.]

Mr. HORN. We will begin with Mr. James C. Miller III, who is
a former director of the Office of Management and Budget from the
years 1985 to 1988. We are delighted to have you here.

STATEMENTS OF JAMES C. MILLER III, COUNSELOR, CITIZENS
FOR A SOUND ECONOMY; DWIGHT INK, PRESIDENT, EMERI-
TUS, INSTITUTE OF PUBLIC ADMINISTRATION; AND HER-
BERT N. JASPER, SENIOR ASSOCIATE, MCMANIS ASSOCI-
ATES

Mr. MiLLER. Thank you, Mr. Chairman. I have a statement I
have prepared.

Mr. HORN. Without objection, your prepared statement will ap-
pear in the record.

If you could summarize your testimony, we could then get to
questions.

Mr. MILLER. I will do that.

First, I want to affirm a comment I heard from Director Lew.
The OMB staff, in my judgment, is the best in the Government. It
is the best I have ever seen. I think protecting and preserving the
professionalism, and integrity of the OMB staff is something you
ought to be concerned about and try to maintain.

The management side of OMB is much more difficult than the
budget side. When you talk money, people listen. When you talk
management, they don’t. The budget side is the benefits that agen-
cies receive. The management side is the cost because you followup
on what they are doing. The incentive structure is such that people
in agencies don’t want to pay attention to the management side.

Let me just give you a case in point. Mr. Turner raised the busi-
ness of collecting loans. Agencies don’t care about collecting loans.
Moreover, if you use information technology to engage in more effi-
cient management, just think of the incentives. First of all, from
the budgetary side, especially with hardware, you have to pay for
it all up front. You don’t amortize it in the Federal Government.
You pay for it up front. The benefits flow over a long period of
time—after most people who are heads of agencies are gone. Their
incentives are not to do that.

Second, if I had to add one recommendation to my testimony it
would be to privatize as many functions as you can. But you have
to bear in mind that sometimes you really get results. So be careful
what you ask for because you might get it.

During my tenure at OMB, we were successful in getting Con-
gress to enact legislation that allowed the administration to farm
out the collection of debts to private companies. And guess what?
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They collected the money. But there was such an uproar from some
people that there was an estoppel on the collection of debts.

So you realize that some of these things are going to generate
some backlash as well.

I don’t want to suggest that it is impossible to improve manage-
ment. There are some good case studies. Jerry Ellig, a colleague of
mine at George Mason University, just finished a study where he
found that FEMA was wonderfully productive and its leadership
had turned the agency around. Mr. Witt’s inspired leadership, the
use of information technology, the redirection and the refocus of the
agencys is a real success story. So it can be done.

Let me give you several recommendations. Give managers more
freedom to manage, but hold them responsible for results.

Second, you need to recognize superior management and success
cases, superior performance. I ask, rhetorically, when is the last
time you had an agency head up here and said, “Joe, you and
Sarah have done a terrific job. Tell us what you did and how we
can apply those lessons to other agencies?” So you need to use the
carrot as well as the stick.

I know, from experience, that Government officials are often the
object of criticism. It is those few little times that you get praise
that you remember and that spur you on.

Three, I think we need to be honest about all this reform and
what we can accomplish, what we can’t accomplish, what we have
accomplished, and what we haven’t. Frankly, some of the represen-
tations made about the National Performance Review and the Re-
sults Act, are terribly disappointing and/or misleading. I don’t
think they have done well at all. Coining names like reinventing
or reengineering—or all those acronyms—I mean, that is not going
to improve the management of Government.

Fourth, get rid of the agencies and the programs that don’t work.
Part of good management is knowing what works and what doesn’t.
If you are the CEO of a major firm, you are going to be constantly
on the lookout for programs that work and expand those, and di-
minish on drop those programs that don’t work. There is this long
list of agency programs.

My former boss, President Reagan, used to say that there is
nothing quite so permanent as a Government agency.

Fifth, you need to support OMB in grading of agencies. It is not
an easy job. You need to give them a lot of support.

Sixth, finally, I know it is controversial, but I urge you to try not
to separate the management and budget functions. The budget is
the stick that makes it work. Budgeteers pull on strings, manage-
ment people push on strings. It seems to me that you need the
power of the budget side to force the management responses.

There is one suggestion I have if you really do separate the budg-
et and management functions. You give the management person
the right to fire people, even cabinet officers. You get their atten-
tion. I don’t think the President is going to want to do that. After
all, these agency heads report to the President, not the Director of
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OMB or the management Deputy Director. But save that, it is
going to be very difficult, without the stick of the budget, to get
them to do something they don’t want to do.

Thank you, Mr. Chairman.

[The prepared statement of Mr. Miller follows:]
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James C. Miller it

Counselor

Citizens for a Sound Economy -
1250 H Street, NW, #700 GIENS
Washington, DC 20005 108k SE04D
TEL: (202) 942-7617 ICONOMY

FAX: (202) 942-7668

PREPARED STATEMENT
of
JAMES C. MILLER U
before the

SUBCOMMITTEE ON GOVERNMENT MANAGEMENT,

INFORMATION, AND TECHNOLOGY

of the

COMMITTEE ON GOVERNMENT REFORM

of the

U.S. HOUSE OF REPRESENTATIVES
on
APRIL 7, 2000

Thank you for the invitation to be here this morning, Mr. Chairman. As a
former director (1985-1988) | am always encouraged when Members of
Congress show an interest in the Office of Management and Budget,
particulary its management “side.”

First, let me say that nowhere else in government have | observed the
commitment and caliber of the personnel at OMB. They are truly the cream of
the crop of government service. One goal of the committee should be to
preserve and protect these professionais from undue influence.

Second, | also know from experience that the management side of OMB
is tougher than the budget side, If you control the money, you get people’s
attention. If you go to a cocktail party and see some Assistant Secretary
fawning over a “20-something” or “30-something,” a good bet is that the latter
is the former’s budget examiner. The equivalent management examiner

*Citizens for a Sound Economy accepts no money from the federal government
and, to the best of my recollection, neither have | during the relevant period.
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doesn’t get the same treatment.

Also, budgets are easy to measure — dollars — whereas performance
is not. This is no trivial matter. It's often said that government performance
suffers because there is no “bottom line.” That's true. In the private sector a
firm that doesn’t perform well goes out of business. In government, an
agency can survive forever no matter how inefficient. Moreover, the
incentives are perverse: when an agency fails, it usually gets more money.

To make matters worse, it's difficuli to measure output in government,
not to mention productivity. And some measures that do exist are often far
from the mark. Let me give you an example. Shortly after | took over as
chairman of the Federal Trade Commission (FTC) in 1981, my Executive
Director, who was an economist by training, came to me and said, “Jim, the
BLS (Bureau of Labor Statistics) just called and wanted our latest data on
productivity. You'll never guess how they measure the agency’s productivity.”

The answer was: number of lawsuits brought by the agency per employee.
Yes, number of lawsuits was the output. That's like judging a police force by
the number of arrests it makes and ignoring statistics on the rate of crime.

While | was director of OMB we held various symposia, at which we
heard from industry leaders and productivity experts. The underlying theme
at all these meetings was the difficulty in transferring management-
improvement techniques fo the public sector — in part because of the
inherent difficuity in measuring progress.

| don’t want to leave the impression that the task is hopeless — quite
the contrary — but | do think it appropriate to siress that we are dealing with a
very difficult challenge. We will have to work hard and think innovatively, be
bold and resolute, but even then reforms will take time.

It is possible, of course, to turn agencies around. For example, my
colleague at George Mason University’s Mercatus Center, Jerry Ellig,
reviewed several federal agencies and concluded that the Federal Emergency
Management Agency has done a truly superior job of improving its service
delivery.? How did it do this? According to Ellig, the reasons included the
inspirational leadership of FEMA direcior James Lee Witt, use of computer

*Jerry Ellig, “Results-Based Management of the Federal Emergency
Management Agency,” Mercatus Center, George Mason University, March 2000.
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technology, and a shift in mission emphasis from Cold War-era civil defense
to natural disasters.

In some cases turnaround can be accomplished within current authority
and existing incentives. But in other cases it will require facilitation by
Congress. et me make a few suggestions.

First, you need to give government managers more authority and hold
them accountable for results. I'm sure you've had a host of career managers
tell you how difficult it is sometimes to take the initiative — whether with
respect to personnel, acquisition, or service improvemeant — given the current
set of legal and bureaucratic constraints. Free them up to allow managers to
manage. But at the same time, hold the managers accountable. I've often
said that when you walk down the hall of some government agency and see
people in offices reading magazines or doing cross-word puzzles, it's as likely
the fault of some ineffective manager than sheer laziness on the part of the
people you see.

Second, you need to reward superior managers and recognize
successful units. When was the last time you had the head of an agency that
did a truly superiative job up before the committee — to brag on them and to
ask their advice on how to bring other agencies along? Why not reward
excellence more? | know we give out presidential awards to members of the
SES corps, and that is important -- not only for the few thousand dollars they
receive, but for the recognition. | once heard Peter Grace tell President
Reagan in the Oval Office that if he really wanted to improve management in
government, he’'d be handing out million-dollar awards. Until we get a better
handle on measuring productivity in the public sector I'm not sure | would
adopt that recommendation. But Petet’s point has merit.

Third, you, and everyone eise, need to be honest about what can and
cannot be, and what has or has not, been accomplished. Mr. Chairman, |
must say that | have been dismayed by some of the claims made on behalf of
this administration’s National Performance Review. Tossing around buzz
words such as “reinventing” and “reengineering,” or making up new acronyms
such as “REGOQO” are no substitute for well-focused reforms that change
incentives to accomplish an effective, customer-oriented federal service. Hard
work and constant prodding is necessary. If you doubt this, look at the dismal

3.
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record of agencies in even responding to requirements of the Government
Performance and Results Act.

Fourth, as part of a comprehensive plan fo improve management you
need to cut away the dead wood. Just as a good manager in the private
sector will review a company’s activities and eliminate those that are no longer
contributing to the bottom line, you should pare those programs that no longer
serve a public purpose. As President Reagan was fond of saying, there’s
nothing so permanent as a government program. Despite a few well-
publicized terminations (the “tea-tasters,” for example), the real work in
streamling government has hardly begun.

Fifth, you need to be supportive of OMB in its efforts to induce agencies
to improve their performance. Understandably, agencies don't like to be
“graded” anymore than you or | do. Toward the end of my time at OMB, the
rest of the management team and | put together a set of performance scores
for cabinet agencies — measuring their progress in mesting previously
agreed-upon goals. We then had a meeting of the Economic Policy Council
to go over these scores, just before we were to release them. Well, it would
be an understatement to say the opposition was fierce and the rancor wide-
spread. The upshot was that nothing was accomplished: the officials felt they
were being mistreated, and OMB didn’t publish the scores -- in part because
OMB had nothing to gain from doing so.

Finally, and | realize this is controversial, you need to acknowledge that
more progress will be made by having OMB “marry” the budget and
management efforts. As | indicated earlier, it's just a fact of life that agency
personnel pay more attention to budget decisions than to management
decisions. The budget folks pull strings; the management folks push strings.
To get management results you often need the budget folks to pull strings. |
think you will be more successful if you encourage the budget folks to be the
“enforcers” in getting agencies to meet goals for management improvement.

Mr. Chairman, that compietes my statement. {shail be happy to
address any questions you might have.
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Mr. HoOrN. We thank you. That is a very interesting bit of testi-
mony and you have had a vast experience on that.

Mr. Ink.

Dwight Ink is president, emeritus, Institute of Public Adminis-
tration, former Assistant Director for Executive Management in the
Office of Management and Budget. And that covers 1969 to 1973,
the Nixon administration.

Mr. Ink, we are going to have to move along a little, so don’t read
it. Just summarize it.

Mr. INK. I think I can summarize in about 5 minutes, if that is
acceptable.

Mr. HorN. That is terrific.

Mr. INK. My management views are based on a fair amount of
experience both as agency and bureau heads and in the OMB. So
it is an area where I have walked the walk.

I also had lead responsibility for what you mentioned earlier,
persuading Congress to support the establishment of OMB back in
1970, intended to give the President a better instrument for provid-
ing leadership in Government management. That has not worked.
The OMB has become more dominated by the budget process rath-
er than less, thereby limiting severely its capacity to provide this
management leadership.

OMB has had some very able people heading its management
role people such as John Koskinen and Ed DeSeve, and they have
done some very good work. But the budget dominated structure, in
my view, has made it almost impossible to achieve the broad and
?)ustained leadership role we and the Congress contemplated for

MB.

Why? First, the budget process has become more complicated.
Within this budget pressure cooker, there is very little opportunity
or time left for top OMB officials to give more than just passing
attention to more than a few management issues. That is one rea-
son I support the chairman’s concept of transferring management
functions to an Office of Management within the Executive Office
of the President, where the leadership could devote full time and
energy to the task of making Government work better.

Second, the OMB budget process fosters tunnel vision. That
makes it very difficult to address cross-cutting issues that affect
many different departments and many different programs. OMB
examiners are extremely talented, but the work of each one is nec-
essarily focused on a few related programs. And it is very difficult
for them to shift attention from their main role to that of dealing
with management problems that cut across organization lines.

Third, the 12-month budget process places undue weight on the
annual budget targets and gives priority to the annual objectives
over long-term investments that can provide long-term economies
and higher quality. I found this contributed significantly, Mr.
Chairman, to our difficulties in developing the computer and infor-
mation systems and other technological improvements that are
needed to modernize Government operations. Federal managers
today have similar complaints.

Fourth, the preoccupation with the budget has, at times, weak-
ened the ability of agencies to improve operating effectiveness or
prevent waste and abuse. I recall instances in which this budget
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domination directly, although inadvertently, contributed to scan-
dals in agencies.

Fifth, OMB is embroiled every year in fierce political battles over
many budget issues, whereas the Office of Management would be
free of most of the baggage—through not all of it—that handicaps
bipartisan approaches to management reform.

Sixth, as has just been mentioned by the Comptroller General,
the OMB has neither the staff nor the type of contacts that provide
adequate early warnings of emerging agency problems that become
public issues.

Seventh, OMB lacks much of the specialized expertise that can-
not be stockpiled in the various individual agencies. This includes
program management, Government corporations, decentralization,
how to increase productivity, governmentwide reform—the list
could be very long.

An Office of Management would be freed of the mythology that
one must have the leverage of the budget to force agencies to im-
prove management. We found in the Executive Office of Manage-
ment that in most cases, the more we could distance our staff from
the budget process, as distinguished from distancing them from the
knowledge of the budget examiners—which we didn’t want to do—
and substitute for budget threats the positive leadership and as-
sistance, the greater our credibility, and the greater our influence,
both with the agencies and with Congress.

Although I do not regard direct involvement of the budget as nec-
essary, an Office of Management would need important tools in
order to have the necessary impact. In my written testimony I have
listed a number of those tools, such as the drafting of Presidential
Executive orders, legislative clearance, GPRA, and a number of
other important tools.

I believe that the needs of the President and the executive
branch require a management leadership capacity that is not, and
cannot be, provided by the OMB, no matter how able the Deputy
Director for Management might be. The Congress, I believe, has a
right to expect more with respect to the timely and effective imple-
mentation of legislation and Presidential initiatives. And perhaps
even more important, our citizens have a right to expect a manage-
ment leadership capacity, which OMB has provided, one that is not
so preoccupied with the budget process that it has little time to
focus on program outcomes and effectiveness of service delivery.

Thank you.

[The prepared statement of Mr. Ink follows:]
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Mr. Chairman and members of the Committee:

I appreciate the opportunity to testify at your OMB Oversight hearings. My
personal views are based on experience in heading several agencies and bureaus and
leading management reforms for several U.S. presidents. I served as Director of the
Office of Executive Management (OEM) in the Bureau of the Budget and was the
first assistant director of management in the Office of Management and Budget
(OMB).

OMB remains an extremely important agency with highly talented staff that is-
respected, if not always popular, in the executive branch. However, I continue to
believe we made a mistake in making the program associate directors political,
because I believe the president needs to have the candid, unfiltered views of
professifmal career men and women in addition to political advice from White

House and departmental political appointees.

The balance of my comments will be directed toward the management leadership
role of OMB, both because that is the area with which I am most familiar and
because it is the area in which I believe OMB is not equipped to carry out its mission

effectively.

1 had lead responsibility in 1970 for persuading Congress to support the
establishment of the Office of Management and Budget in the hopes of placing the
“M” in OMB on an equali footing with the budget, thereby giving the president a
more effective instrument for government management leadership. That has not
happened. The OMB has been even more dominated by the budget process than

was BOB, thereby limiting its capacity for providing management leadership.

When OMB has had particularly able persons heading its management work, such
as John Koskinen and Ed DeSeve, some very useful efforts have moved forward, but

the budget dominated structure has made it almost impossible to achieve the broad
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and sustained eadership role we and the congress contemplated for the new OMB.
Why?

First, the budget has become far more complicated with major program and
economic issues on which the OMB leadership is constantly in difficult negotiations
with departments and Congress. Within this budget pressure cooker there is little
time left for most top OMB officials to address more than a few management issues.
And becanse the budget is suech an overwhelming activity, presidents loock for
budget or economic experience, not managerial knowledge, in choosing OMB

directors and associate directors.

To solve this and other problems, I have supported the concept of the Chair of this
Committee that would transfer the management functions to an Office of
Managexﬁent within the Executive Office of the President. That action would equip
the president with top level management leadership, supported by a team of highly

qualified managers who would devote their full fime and energy to the formidable

task of making government work better.

Second, the OMB budget process fosters tunnel vision, which makes it difficult for
OMB to thoroughly address crosscutting issues that affect a number of
departments. OMB examiners are very talented, but the work of each one is
necessarily focused primarily on only a few related programs. Their work is
difficult and performed under short deadlines, leaving little time to shift their
attention to look at management problems that cut across organization lines. For
example, they simply cannot look at the combined impact of government actions on

families, communities or businesses, a critically important management function.

Third, the 12-month budget cycle gives undue weight to annual budget targets over

long-term investments that provide more economies and higher quality solutions
over the longer term. I found this contributed to our earlier difficuities in

developing the large computer systems and other technological improvements
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needed to modernize government operations. Federal managers today have similar
complaints. A separate Office of Management could look more carefully at the

long-term payoffs before final budget decisions were made.

Fourth, precccupation with the budget has at times undermined the ability of

agencies to improve operating effectiveness or prevent waste and abuse. I conld

provide concrete examples in GSA and HUD in which the budget dominated OMB

inadvertently contribufed to scandals in both agencies.

Fifth, whereas the OMB is embroiled every year in fierce political battles over many’
budget issues, the Office of Management would be free of the political baggage that
accompanies most of these issues and the partisan political pressures involved.
Althougl} there are exceptions, a majority of management improvements have little

or no partisan political overtones if developed properly. Bipartisan approaches

would be easier to develop in an Office of Management.

Sixth, an Office of Management, being largely free of the budget controversies,
could restore the close working relationship with Congress that once existed with
the OEM, a relationship that benefited both Congress and the White House.

Seventh, an Office of Management could regain the specialized expertise we once

had for basic organization actions, expertise which cannot be stockpiled in
individual departments. This inciudes such areas as performance-based
organizations, government corporations, decentralization, and abolition of bureaus

and agencies.

Eighth, an Office of Management would be freed of the mytholegy that one must

have the leverage of the budget to force agencies to improve management. My
experience in EOM was that in most cases the more I could distance my staff from
the budget process, as distinguished from the valuable knowledge of budget

examiners, the greater our credibility and influence with the agencies and with
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Congress. We continued exchange of information and cooperation with examiners
in a number of areas, but that did not require a merger. Interestingly, federal
agencies lomg ago recognized the folly of meshing the budget process and

management people in the same units or positions.

Although I do not regard direct involvement of the budget as necessary for an Office
of Management, it would need important tools to compete for attention within the

Executive Office of the President.

1. The Director must have occasional direct access to the president, though”
nothing {ike that needed by the OMB director.

2. TIssuance of management circulars, many of which are designed to reduce red
tape, should be iransferred to the Office of Management. This new office
should also regain the OEM role of drafting the president’s Executive Orders
related to government operations.

3. The Office should again have a few staff members that spend much of their
time in the field monitoring interagency and intergovernmental coordination,
as well as expediting actions that are slowed by turf issues and red tape. The
budget process does not permit OMB to give much attention to field
operations, despite the fact that that is where most of the federal workforce is
located and where most of the personal interaction with the public and local
officials takes place.

4. The Office should regain the OEM responsibility for drafting and clearing
legislation dealing with management and organization.

5. It should provide advice on the workability of proposed programs and
legislation as they are being developed. This management advice would have
been invaluable to President Clinton in developing his earlier health care
proposals.

6. The new Office should provide leadership for systems needed to make GPRA
a succeess, a role that requires knowledge far beyond that of the OMB budget
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process. Resources required to meet program goals would remain within an
Office of Federal Budget,

7. The OMB has neither the staff nor the type of contacts that provide early
warnings of emerging agency operating problems that are likely to become
public issues. The S&L management accountability and the earlier HUD
disastrous shift from preventive program management to relying upon IG
after-the-fact investigations are examples of costly mistakes that a good
warning system could have caught at a far earlier stage of development.

8. Finally, although at times the management leadership in OMB has been
outstanding, through much of its life the quality has been uneven and the’

turnover appalling.

In summary, I believe that the needs of the president and the executive branch
require a2 management leadership capacity that cannet be provided by the OMB no
matter how able the Deputy Director for Management might be. The Congress has
a right to expect more with respect to the timely and effective implementation of
legislation. Perhaps most important, our citizens have a right to expect the very best
functioning government that is possible, one whose management leadership is not so
preoccupied with the budget that it has little time to focus on program outcomes and

effectiveness of service delivery.



117

Mr. HOrN. Thank you, Mr. Ink. I appreciate that.

Herb Jasper is the senior associate for McManis Associates Con-
sulting Firm. He is a former professional staff member for the Bu-
reau of the Budget from 1956 to 1969. Now, despite my youth, I
do remember those years. You were there when the Eisenhower ad-
ministration was there, you went through Kennedy and up to John-
son. We are delighted to have you with us. You have had a vast
experience there.

Mr. JASPER. Thank you, Mr. Chairman and Mr. Turner. I appre-
ciate the opportunity to offer my comments on oversight of the Of-
fice of Management and Budget. I understand that your principal
focus is on the management functions, with which I have been as-
sociated for most of my career, particularly governmentwide man-
agement and organization. I would suggest that you would be hard
put to find that OMB has spent much time during the past almost
20 years on governmentwide organization and management. So I
am tempted to say you could have a brief oversight hearing, but
that would perhaps be unfair and I will explain more about that.

The 1993 OMB reorganization was based on the presumption
that you have heard frequently, that you can’t separate manage-
ment from budget. I evaluated this curious claim in detail in my
early 1999 testimony before this subcommittee on the proposal to
create an Office of Management. Contrary to that theoretical propo-
sition, this administration has demonstrated by its actions that one
can, indeed, separate management from budget. I refer, of course,
to the creation of the NPR whose work has not been distinguished
by its integration with the budget process.

Mr. HORN. The NPR being what?

Mr. JASPER. The National Performance Review, initially, and
now the National Partnership for Reinventing Government.

But OMB insists that it has elevated the role of management by
integrating it with the budget functions. GAO did find some evi-
dence that management issues have received more attention during
the budget process since then. But on the broader issues, I met
with the GAO study team when the study was just getting under-
way and urged them to examine the totality of OMB’s management
responsibilities. Unfortunately, they didn’t do that. You can read
their report and you won’t even find any recognition that there is
no capacity left within OMB to deal with governmentwide organi-
zation and management issues, with the possible exception of
GPRA and the three statutory offices of which you have heard,
OIRA, Financial Management, and Procurement Policy. But I want
to focus on what they have not done at all, rather than what they
have not done well. And in that category, I would include the
GPRA. But what they haven’t done at all is working on govern-
mentwide organization.

You will recall I also had the privilege of testifying on executive
branch restructuring in 1995. Curiously, you did not have an OMB
witness. And that is because OMB doesn’t know anything about ex-
ecutive branch organization. They have no people that work on
that. They have no experts on the subject.

Let me contrast that with the situation when I was in the former
Bureau of the Budget. In addition to a Management Improvement
Branch with about 10 professionals, there was a Government Orga-
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nization Branch in which I was 1 out of about 9 professionals. We
worked nine people, full-time, year-round on governmentwide orga-
nﬁzation and management issues. They have nobody now who does
that.

We worked on interagency coordination matters, sometimes ac-
complished through Executive orders, we cleared legislation with
respect to management issues; we wrote legislation; we wrote testi-
mony; we wrote reorganization plans; we worked very closely with
your predecessor committee and its counterpart in the Senate; and
last but not least, we recommended vetoes of bills with unaccept-
able organization and management provisions, practically unheard
of in recent years.

The absence of professional expertise in matters I have talked
about is illustrated by such developments as these. Executive or-
ders are now handled by OMB’s general counsel, not by the man-
agement staff. It is not known that lawyers are experts at issues
of Federal management.

Mr. HORN. Do you mean the counsel to the President?

Mr. JASPER. No. OMB has a general counsel to whom many years
ago, the responsibility to draft and review Executive orders was
transferred. Those often deal with precisely the kinds of things I
am talking about agency roles and responsibilities, interagency co-
ordination arrangements, and so forth. They used to be handled in
the Management and Organization Office, where I worked.

Another point. Political appointees have multiplied from three or
four when I was there to more than a dozen now. The five PADs,
or program associate directors, have had decentralized responsibil-
ity for things that we used to do, at least in an advisory capacity,
on a centralized basis either through the legislative reference proc-
ess or through the Office of Management and Organization, to
which the bills and testimony would be referred. I am again refer-
ring to these so-called resource management offices where the per-
spective is typically programmatic and oriented toward the political
image of the administration and its ability to get the bill passed,
no matter what the consequences are in horrendous administrative
and management provisions.

The result is that your efforts to elevate the “M” by establishing
a new post of Deputy Director for Management have been substan-
tially in vain. That is notwithstanding the fact that there have
been excellent people in that position when it was filled.

It is said that the White House doesn’t know or care anything
about management. That is probably true, not only in this adminis-
tration, but in others. That makes it all the more important that
there be a non-political perspective on management issues some-
where in the President’s family. We need to recreate the distinction
between serving the President and serving the Presidency. So long
as OMB is layered with political appointees and embroiled in the
partisan politics surrounding budget decisions, that will not hap-
pen in OMB.

During the Reagan administration, I was in a room where about
six or seven former directors of management or OMB were present.
They represented 40 years of experience in that position. Without
exception, they had all come to the conclusion that it would never
work effectively when harnessed with the budget process, which is
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not to say there is not a close relationship between the two. I fully
agree that there is. But, bearing in mind Mr. Turner’s question
about how to elevate attention to information technology, we need
to elevate attention to management across the board.

I would respectfully suggest that the chairman’s notion of a new
Office of Management is the best way to achieve your objectives of
elevating the attention to information technology because it can’t
logically be separated from financial management or from procure-
ment policy, or from any of the other management issues in the
agency. They must all be integrated.

The chairman will also recall that I appeared here on behalf of
the National Academy of Public Administration on IRS legislation.
We forecast then that the ultimate consequences of that bill would
be terrible, but they will be felt in the next administration, by the
next Commissioner. So this administration doesn’t care very much
about that. And we have already begun to see some of the unfortu-
nate consequences of that so-called reform legislation.

I will conclude by saying that I think you need to institutionalize
the professional expertise on management matters, and there are
three things you can do in that regard. One is to create the Office
of Management, which you have talked about for a couple of years
now. I have a copy of my testimony from previous occasions if you
want another one for the record.

Mr. HOrRN. Without objection, your prepared statement will ap-
pear in the record.

Mr. JASPER. Thank you.

Second, mandate the reduction of political appointees in OMB by
50 percent. And third, support legislation to establish a new Com-
mission on Government Organization, since OMB hasn’t a clue as
to how to deal with those issues.

Thank you very much.

[The prepared statement of Mr. Jasper follows:]
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Mr. Chairman and Members of the Subcommitiee, [ appreciate the opportunity to offer
my comments on oversight of the Office of Management and Budget (OMB). My views
are shaped by my 13 years at the former Buresu of the Budget (mostly in the then-Office
of Management and Organization), as an employee of the U.S. Senate (both as
Legislative Counsel to & Senator and as Research Director and Chief Counse! of a Senate
Commmittee), as an employee of the General Accounting Office (GAQ) and the
Congressional Research Service, as a management consuitant, and as a Fellow of the
National Acasdemy of Public Administration (NAPA). The views that follow are my own,
and do not necessarily correspond with those of NAPA or MMI/McManis Associates

{McMianis).

OMPB’s Management Role. [ understand that your principal focus is on oversight of
OMB’s management functions. Much of my career has been concerned with government-
widle management and organization issues, subjects upon which you will be hard put to

find that OMB has spent much time during the past almost-20 years. It would overstate
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the case, somewhat, to observe that your examination could, therefore, be very brief
However, I will attempt to put into context both what OMB has done in the management

area and, more importantly, what it has not done.

The OMB 2000 reorganization in 1993 was based on the presumption that “vou can’t

et »
=

from I evalusted this curious claim in dewd in my

February 4, 1999 testimony before this Subcommittee on the proposal to create an Office
of Management. Contrary to this theoretical proposition, the Administration has

d ated by its actions that one can, indeed, separate management from budget. |

refer, of dourse, to the creation of the originally-titied National Performance Review, now
the National Partnership for Reinventing Govemment (NPR), whose work has not been

distinguished by its integration with the budget process,

But OMBE insists that it has elevated the role of management by integrating it with the
bndget functions. Perhaps this may have increased sttention to agency management

issues as a part of the allocation p in some, but certainly not in all, of

OMB's Resource Management Divisions. GAQ did report that there was same evidence
that management issues have received more attention during the budget process but,

contrary to congressional intent, it failed even to consider the broader and more important

question of what happened to the perfor of the tatality of OMB’s managemunt
responsibilities since the reorganization. I met with the GAO team and urged them to
examine these issues. Unfortunately, however, GAO's report overlooked entirely the

complete Joss of any OMB capecity on government-wide organization and management
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issues, with the p i oft 1) impl ion of the Government

Performance and Resuits Act (GPRA), and 2) the specialized functions of the three
statutory units — the Office of Information and Regulatory Affairs (OIRA), the Office of
Federal Procurement Policy (OFPP), and the Office of Federal Financial Management
(OFFM). T'll not take time to discuss how OMB has fallen short in GPRA
implementation because I want to focus on what it has not done st all, but 1'd be glad to

elaborate on that matter if you wish after I conclude my statement.

Mbsnagement Functions Not Belng Performed by OMB. As the Chairman will recall.

1 siso had the privilege of testifying befare this Subcommittee on Consolidating and
Restructuring the Executive Branch on May 16, 1995. Despite the fact that there were
many proposals then pending in Congress to drastically revise the composition of the
executive departrments, OMB did not provide a witness at your hearings. If it had wanted
to do so, it would surely have had a problem finding anyone knowledgeable about such

issues to prepare or deliver its testimony.

Let me contrast that situation with my experience in the Budget Bureau in the late 50's
and carly 60's. First, therc was 3 Mansgement Improvement Branch with about ten
professional staffers that worked on government-wide management. [t also assisted

federai ies, at their

as!

and without charge, on internal management matters,

™

Staffed by menagement specialists, it offered the kind of help that no one could credibly

pect from budget or 21 examiners. Note, again, that most federal
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agencies have declined to follow OMB’s model of integrating management and budget
staffs.
When I was in the Budget Bureau’s Government Organization Branch, we had usually
sbout nine professions! staff members — yes, nine ~ devoted on a full-time basis to issues
of government.wide organization. We worked on such matters as:

* Inter-agency coordination, often leading to Memoranda of Understanding

*» Exccutive Orders, ofien prescribing lead-agency roles, or establishing format

coordinating mechanisms
* Setting policics for the operstion of interagency and advisory commitiees
. R%vicwing gt legislative proposals and testimony with respect to their

management and organization features
s Designing organization structures for Administration program initiatives

» Drafting Administration proposals and ti on organization and

management matters

» Drafting and supporting Reorganization Plans

+ Working closely with your predecessor committee and its counterpart in the
Senate

* Recommending vetoes of bills with ble m provisions

‘What Happened to the “M” in OMB? The absence of professional expertise or
participation in many of these matters is illustrated by such developments as follow:
¢ OMB’s role in drafting and reviewing Executive Orders has for some years been

dto its G 1C I, not 1o its management personnel.

a5
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& The multiplication of pelitical appoi from three or four to more than a dozen
has greatly curtailed the role of career personnel in matters depending on

professional expertise .

e In particulsr, the ion of five positi of Program Associate Directors
(PADg) early in the Nixon Administration has diminished the role and status of
the management offices.

» The legislative ciearance function fm been greatly weakened by the existence of
these posts, as the Legisiative Reference Division has increasingly delegatedA
responsibility for legisiative issues to the PADs .

= When management issues arise, the PADs identify more closely with agency and
White House interests or perspectives, in which those matters typically receive
low priority. The result is that there is little knowledge about or concern for the
past precedents, or the setting of undesirable precedents.

* As suggested by the foregoing staternents, OMB’s management functions are now
dispersed among at least nine, separate organizational entities, so that there is no
consistency and no opportunity to apply govermnment-wide perspectives.

« One can conciude, therefore, that the Congress’ effort in the Chief Financial
Officers Act to strengthen the M in OMB by establishing a new post of Deputy
Director for Management has been substaatiaily in vain, despite the filling of that

position by some highly capable and dedicated individuals.

‘Whast Needs to be Done. It has been noted by more than one participant or observer that

“the White House doesn’t know or care anything about management.” That makes it all
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the more importamt that there be a non-political perspective on management issues
strongly represented in the President’s management office. There needs to be re~created
the distinction between “serving the President” and “serving the presidency.” So long as

OMB is layered with political appointees, and embroiied in the partisan politics that

i budget decisions, that will not happen.

That prompts me fo turn to what the solution might be to the unfortunate developments .
thet I have deseribed. For many years after the emergence of the proposal to separate
management functions from OMB, I resisted supporting it. But [ was very impressed at a
meeting in NAPA during the Reagan Administration when, I think, every former head of
management at the Budget Bureau or OMB from Don Stone in the 40°s 1o Arlene Triplkett
in the 80°s was presemt. Without cxception, they had ail given up hope that the
performance of management and organization functions would ever succeed when
housed in the budget orbit. But [ did not become converted until the OMB 2000
reorganization virtually destroyed the last semblance of capacity for focusing on

government-wide general management and organization matters,

As Dwight Ink points out in hig testirmony, separation of management issues from the

political arena in which the budget p now ¢ would offer the prospect that the

¥

14, " £

issues could be more obj

ively and not be subordinated to the political
pressures of “getting the bill through Congress,” no matter what the cost in organizational

features that are guarantsed to frustrate the accomplishment of the agency’s mission.



126

B4/97/2988 83:51 3812284636 HERBJASPER PAGE @8

The Chairman will alse recall that I appeared before this Subcommittee twa years ago
along with Tom Stanton, on behalf of NAPA, to cornment on the proposed legislation to
“reformn” the Internal Revenue Service. We wamed then that the bill would be counter-
productive, as events have slready demonstrated. But the worst consequences will be
experienced in the next Administration and under the next Commissioner when the so«
called Oversight Board will be running the agency, and no one will be accountable for the
resuits. That illustrates 1) the absence of sny capacity in OMB or eisewhere in the .

Administration to lyze or appreciate the © q of poorly-

conceived legistation and 2) the Iack of concern of most White House staffs (and, maybe
Presidents as well) for what happens after the end of their Administration. Therefore,
think that Congress needs to take a number steps to institutionalize expertise on such

matters,

Recommendations. | recommend that you consider three legislative proposals:

e Create an Office of Mansgement (I bave already referred to my 1999 testimony
here in support of that proposal, so I will not go over that again. However, you
mright want to inciude that stetement in these hearings.)

= Mandate the reduction of political positions in OMB by 50%.

= Support legisiation now being discussed in the Senate Committee on
Governmental Affairs to establish 2 new commission on government

organization, since OMB "hasn’t a clue” as to how to deal with such issues.

Thank you very much for this opportunity, I would be pleased to answer any questions,
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Mr. HORN. We thank you for that.

I just want to recognize Mr. Ink. I believe you have testified be-
fore Congress for 50 years. Is that not correct?

Mr. INK. This is the 51st year.

Mr. HogrN. Well, you look younger than ever, so it must be good
to testify before Congress. [Laughter.]

I want to call on the gentleman, the ranking member, Mr. Turn-
er, the gentleman from Texas.

Mr. TURNER. Thank you, Mr. Chairman. I don’t have any ques-
tions. I just want to thank all three of our panelists. It is always
a treat to have you before the committee. It is amazing how color-
ful and candid testimony can be from individuals who have
“former” before their Government titles. We appreciate the fact
that you have continued to try to help strengthen the operation of
our Government, improve the management, and we always wel-
come your ideas. I think that our role as a committee is to try to
highlight those suggestions in the best way we can. By having you
come testify, it certainly helps that.

I would just like to say that each of you have a little bit different
perspective, but I gather that all of you believe rather strongly that
we are deficient in terms of the emphasis on management. We will
continue to work on those issues. As you all know, the chairman
has been an advocate of this suggestion of separating budget and
management for at least 2 years. And we want to continue to seek
your input and your help.

Thank you very much.

Mr. HoRN. I have just a few questions before we adjourn.

Mr. Miller, looking back, did you devote more hours of your day
as Director of OMB on management or budget matters?

Mr. MILLER. Budget, in part because that is where the political
leadership, the elected officials, wanted to go. I don’t think I ever
recall receiving a call from a Member of Congress asking about a
management issue. A lot of times I received calls about budget
issues.

Mr. HORN. So it is fair to say that you spent 100 percent of your
time on the budget?

Mr. MILLER. No, not 100 percent, but probably more like 80/20
than 50/50.

Mr. HORN. And 20 percent were really on management?

Mr. MILLER. Yes. That would include regulation in that.

Mr. HORN. But nobody was looking at reorganization, better effi-
ciency, better measurement of programs, and all of that?

Mr. MILLER. Let me amend the statement by saying that my
Deputy, Joe Wright, was an expert in management issues and we
did have some division of labor. Joe spent more of his time—I
would say greater than 50 percent of his time—on management
issues.

But I agree with these gentlemen that at least the potential for
management improvement in Government has not been met.
Where we disagree is over how you accomplish it. I think, frankly,
and with all due respect, unless you have the management pro-
gram or the chief manager with sufficient tools, the agencies sim-
ply are not going to pay attention to him or to her. You must have
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appropriate incentives. Providing leadership and encouraging posi-
tive results simply is not going to work, in my experience.

Mr. HORN. In other words, you feel the budget clout presumably
helps reform on management. But the evidence is they don’t do
anything.

Mr. MILLER. I was just sitting here thinking and listening to
what they had to say. You wouldn’t lose much by trying. That is
to say, it hasn’t worked so far very well. If you set up a separate
Office of Management, I don’t think it would work, either, but you
might learn something from doing it.

So I am not so opposed to it, except to say that you have to have
the person who leads the office with appropriate incentives that are
going to change behavior. Right now, the Director of OMB has the
budget incentive to cause changes in behavior. If you split it off,
what do you have left? You have to replace it with something.

Mr. HORN. Let me ask these two gentlemen who preceded Mr.
Miller’s term as to the number of people that were interested in
and responsible for management questions within the former Bu-
reau of the Budget and what might be now.

As I remember, in the Eisenhower administration, you had
maybe two dozen people. Am I wrong on that?

Mr. JASPER. Probably more.

Mr. HORN. More?

Mr. JASPER. What I think would dramatize it is if I contrasted
the two branches, which I mentioned in my testimony, which ag-
gregated about 19 professionals, with what is left now doing all of
that. The answer is one. That is a counsellor to the DDM.

But the point is that the rest of the people in the number you
are remembering—it was probably more like 40—do have counter-
parts remaining in Procurement Policy, Financial Management,
and OIRA. Those all had precursors back in the Office of Manage-
ment and Organization that I was in before Dwight came. But the
point is that we had about 19 people doing what one is doing now.

Mr. INK. I had about 60, but we were doing all kinds of things
that OMB doesn’t even attempt to do now. We had to put a great
deal of effort, for example, into the outcome area, and not just the
input. We were very much concerned about outcomes from the
standpoint and perspective of families and communities. So I had
a group of my staff spending almost half their time out in the field
working with the field people. By the way, that is where most of
the Federal bureaucracy is, out in the field, not in Washington. The
OMB people now have no time to get out in the field. They have
no time to get out and see what is really happening, how things
are really working in the field where the interface with the public
exists. I had a number of people focusing on that.

We spent time drafting Presidential Executive orders, which by
the way, gave us some real leverage. The congressional clearance
process gave us leverage. But these were more in the way of posi-
tive leverages. They weren’t threats to the agencies. Our influence
grew the more we distanced ourselves from the budget.

By the way, departments and agencies learned long ago not to
mesh the budget and management people together the way they
are at OMB.
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Mr. HORN. One of the things I remember was the development
of the Marshall Plan. That was done within the old Bureau of the
Budget, was it not?

And TVA and Government corporations. They all had charters
figured out by a management group in the old Bureau of the Budg-
et.

Mr. JASPER. And recently, when an issue arose about Govern-
ment corporations, what they are, when to use them, and how to
use them, there wasn’t anybody at OMB who knew anything about
it. So they came to alumni on those and similar issues.

Mr. HORN. I think the important thing to remember is that the
same group that helped Roosevelt and Truman also helped Eisen-
hower. There were not political intrusions on the professional staff
under Eisenhower. He went in with more experience in manage-
ment and administration than any President in the history of the
country. He looked around the White House and he said, “Good
heavens, this place isn’t even organized.” He started with cabinet
secretaries, staff secretaries, congressional liaison, and so forth.
But he always had an interest in the management side.

We didn’t know and didn’t care if they were Democrats or Repub-
licans or Socialists or Libertarians or what. We just wanted their
expertise as to doing something in the management area. And that
is whom they called on.

Mr. INK. It was much easier for us to work with Congress on a
bipartisan basis than it is now. That is in part because the budget
issues are so formidable and there is so much partisanship associ-
ated with them. But it also grows out of the fact that when you
are involved in these kinds of budget issues, it spills over into the
management area.

When I headed the Office of Executive Management, I had some
distance from the budget process. When I came up to the Hill, as
I did frequently, I didn’t carry the political baggage with me that
was associated with these controversial partisan budget issues.

Mr. JASPER. Could I add just a point there?

I did the statistics on this once before, so I don’t have it readily
at hand, but if you look at the split in party control between the
Congress and the White House in the 20th century, you will find
that in the first half it was an aberration to have other than the
same party control both ends of the avenue. In the second half of
the 20th century, it has become virtually the model.

So the point is that partisanship has become much more of an
issue in public policy. And Dwight is exactly right. If we could di-
vorce the management from the budget, perhaps we could get more
agreement on the management issues than will ever be possible to
get with split party control on the budget issues.

Mr. INK. We always worked with the committees on a bipartisan
basis. And I would generally meet together with the Chair and the
ranking minority member, regardless of whether the Chair was
from the same party as the President or not. I worked under sev-
eral different Presidents and under those different circumstances.

Mr. HORN. Mr. Miller.

Mr. MILLER. Mr. Chairman and Congressman Turner, I have a
final suggestion.
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Do you know who the first Director of the Office of Management
and Budget as opposed to Bureau of the Budget was?

Mr. HORN. Wasn'’t it Dawes?

Mr. MILLER. No, it was George Schultz.

Mr. HORN. You mean under Nixon. I was going back to 1921.

Mr. MiLLER. No, he was the first BOB. But when they changed
it to the Office of Management and Budget, it was under George
Schultz.

Mr. HORN. And Weinberger also.

Mr. MILLER. Yes, Weinberger was then his Deputy.

Here is a person—actually, both of them—who have had enor-
mous experience in very high levels of Government and leading cor-
porations. They know management inside and out.

I would urge you to ask of them what they think and whether
they feel that their vision has been achieved. And if not, why not.
And ask them what they recommend you do going forward.

Mr. HorN. I was in to see the vice chairman of the U.S. Commis-
sion on Civil Rights and I went over to see them to get a cross-
cutting analysis in the budget on how much we spent on civil
rights activities. I had my own 12 lawyers go into every agency and
we graded them. That is where we got our grading mania. We got
some results, and they were very supportive on the management
side to really make sure something happened.

Any other questions, my colleague?

I want to thank the staff that put this together, and I thank this
panel. On my left, your right, is the staff director and chief counsel
to the Subcommittee on Government Management, and Randy
Kaplan is here with us also. And Matt Ryan and then Louise
Debenedetto from the General Accounting Office, and Heather Bai-
ley, professional staff member. Bonnie Heald is here, the director
of communications, professional staff member, Brian Sisk, our
clerk, and Ryan McGee, staff assistant, and Michael Soon, intern—
welcome Michael—and minority staff to Mr. Turner is Trey Hen-
derson, counsel, and Jean Gosa, minority clerk. In this last 2%
hours we have had our court reporter, Arthur Emmerson, and we
thank you for coming.

With that, we are adjourned.

[Whereupon, at 12:37 p.m., the subcommittee was adjourned.]

[Additional information submitted for the hearing record follows:]
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IN THE HOUSE OF REPRESENTATIVES

Ar. HORN introduced the following bill; which was referred to the Committee
on

A BILL

To establish an Office of Management in the Executive Office
of the President, and to redesignate the Office of Man-
agement and Budget as the Office of the Federal Budg-
et.

1 Be it enacted by the Senate and House of Represenia-
tives of the Undted States of America in Congress assembled,

SECTION 1. ESTABLISHMENT OF OFFICE OF MANAGEMENT.

(a) EstaBLISHMENT.—There is hereby established in

W R W

the Executive Office of the President the Office of Man-

February 16, 2000 (10:44 AM}
FAVEW0216001021600.020
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agement, the purpose of which shall be to improve Federal
management and organization and to promote efficiency
and effectiveness in the operation of the Federal Govern-
ment.

(b) DIRECTOR; DEPUTY DIRECTOR.—(1) There shall
be at the head of the Office of Management a Director,
who shall be appointed by the President by and with the
advice and consent of the Senate. The Director shall be
compensated at the annual rate of basic pay for Executive
level I as provided in section 5312 of title 5, United States
Code.

(2) There shall be a Deputy Director of the Office
of Management, who shall be appointed by the President
by and with the adviee and consent of the Senate. The
Deputy Director shall be compensated at the annual rate
of basic pay for Exeecutive level II as provided in section
5313 of title 5, United States Code.

(c) TRANSFER OF AUTHORITY AND FuNcTIONS.—(1)
The following offices in the Office of Management and
Budget are abolished, and the functions and authorities
of the heads of such offices are hereby transferred to the
Director of the Office of Management:

(1) The Office of Federal Procurement Policy.
(2) The Office of Information and Regulatory
Affairs.

February 16, 2000 (10:44 AM)
F:\V6\021600\021600.020
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(3) The Office of Federal Financial Manage-
ment,

{(4) The Office of the Deputy Director for Man-
agement.

(5) The Office of the Chief Financial Officer.

SEC. 2. REDESIGNATION OF OFFICE OF MANAGEMENT AND
BUDGET.

The Office of Management and Budget is bereby re-
designated as the Office of the Federal Budget. Any au-
thorities of, and functions performed by, the Director and
other officers and appointees of the Office of Management
and Budget before the date of the enactment of this Aect
and not transferred under section 1 shall rerﬁain the au-
thorities and functions of the Director as the head of the
Office of the Federal Budget and such other officers and
appointees as appropriate.

SEC. 3. CONFORMING AMENDMENTS TO OTHER LAWS,

Not later than 90 days after the date of the enact-
ment of this Aet, the President shall submit to Congress
recommendations for any conforming amendments nec-

essary to carry out the purposes of this Act.

February 16, 2000 {10:44 AM}
FAVB\021600\021600.020
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